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DEPARTMENT OF VETERANS AFFAIRS
BUDGET REQUEST FOR FISCAL YEAR 2005

WEDNESDAY, FEBRUARY 4, 2004

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON VETERANS’ AFFAIRS,
Washington, DC

The committee met, pursuant to notice, at 9:30 a.m., in room
334, Cannon House Office Building, Hon. Christopher Smith (chair-
man of the committee) presiding.

Present: Representatives Smith, Evans, Buyer, Snyder, Stearns,
Rodriguez, Moran, Michaud, Hooley, Simmons, Strickland, Miller,
Berkley, Boozman, Udall, Bradley, Davis, Beauprez, Ryan, Renzi,
and Murphy.

OPENING STATEMENT OF CHAIRMAN SMITH

The CHAIRMAN. The hearing will come to order, and I'd like to
wish everybody a good morning.

This committee has always taken, as all of the members know,
a very serious approach to its responsibility to recommend nec-
essary funding levels for veterans’ benefits and services. However,
controversy over matters having nothing to do with veterans fund-
ing resulted in unfortunate delays in the normal funding process.
Fiscal year 2004 began more than 4 months ago, but the Depart-
ment of Veterans Affairs is only now able to move forward and pro-
vide the services which we have provided funding for last October.

In January, the President signed into law an appropriation
measure that increased funding for veterans’ medical care by $2.5
billion over the previous year, a 10 percent increase. A year earlier,
he also signed a measure which belatedly increased funding by $2.6
billion for fiscal year 2003. While all of us regret the delay in pro-
viding these funds, the bottom line is that more veterans will have
access to vital health care services as a direct result of that budget.

An estimated 74 percent of living veterans have used one or
more of the programs which a grateful nation has provided for
them. Some think that it’s time to rein in spending on veterans
programs, that we've already done enough for veterans. I strongly
disagree with those people, because I understand how much these
programs have done to make our country what it is today. Let’s
look at what this country might be like if some current veterans
programs had not been authorized and adequately funded.

The coffers of this country would be substantially leaner because
veterans would not have achieved the level of income that the GI
Bill enabled them to earn.
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The middle class in America would be much smaller, and the
number of persons enrolled in colleges and universities would be
less than half of what it is today.

The housing stock in this country would be older, and several
million houses would not exist.

Many veterans would have died prematurely or would be experi-
encing debilitating illness.

Our medical profession would be less skilled, and life-saving in-
ventions and medicines would not be available.

The cost of Medicare and other government-sponsored health
programs would be tens of billions dollars higher than they are
today.

This Nation has a long history of taking care of veterans when
they return from serving their country. Laws providing benefits for
veterans were some of the first laws enacted by the first Congress.
We continue that tradition today, not only because veterans de-
serve the gratitude of the Nation they served, but because it makes
our Nation stronger and because it makes our Nation safer.

It is evident that this Congress and this administration have em-
braced the cause of veterans. Just look at the legislation signed
into law in the last 3 years:

We increased the GI Bill education program by 46 percent.

We authorized more generous health care and pension benefits
for surviving spouses of those who die of a service-related cause.

We've enacted a comprehensive array of authorities designed to
end chronic homelessness among our veterans.

We've authorized concurrent receipt of VA disability compensa-
tion and military retirement for almost 250,000 veterans. We've set
in motion the largest national cemetery expansion since this pro-
gram was established during the Civil War. Thanks to the 30 per-
cent funding increase signed into law by President Bush during the
last 3 years, over one million more veterans are using the VA
health care system.

In addition to these major legislative initiatives, which could not
have been accomplished unless we worked in a bipartisan manner,
we’ve seen services to veterans become more accessible and timely.
This is a good record to build on.

Mr. Secretary, I have heard you quote Oliver Wendell Holmes, so
let me refer to you one of his best-known quotations: “The great
thing in this world is not so much where you stand as in what di-
rection you are moving.”

The budget for veterans’ benefits and services unveiled on Mon-
day is moving in the right direction. This budget requests almost
$64.9 billion in appropriations for veterans’ benefits and services.
And while it certainly doesn’t contain all the funding needed, it
does request about 96 or 97 percent of what is required to get the
job done.

In addition to these are laudable proposals to reduce the finan-
cial burden of VA health care for former prisoners of war, termi-
nally ill and low-income veterans. We welcome these proposals and
the request for funds to pay for them.

As in the past years, this budget doesn’t cover the full cost of all
health care which veterans are seeking from the VA, nor does it
account for any growth in that demand. Thus, Congress will have



3

to add funds in the budget process, something we have done in 4
of the past 5 years. Our work begins today. In addition to the Sec-
retary, we have the Veterans Independent Budget to help guide us,
and as in the past years, it sets an ambitious goal for Congress,
and we do take that budget very, very seriously.

I look forward to hearing from the Secretary and all of our very
distinguished witnesses. I'd like to yield to Mr. Evans. And I would
just point out to my colleagues, we will hear from the Secretary
and then go to 5-minute questions. As you know, this committee
cannot sit when there’s a joint session of Congress. That’s why we
moved this back a half-hour. Then everyone will be recognized for
their 5 minutes to make any comments or questions that they
would like to make.

I would like to yield to our Ranking Member, Mr. Evans.

OPENING STATEMENT OF HON. LANE EVANS, RANKING DEMO-
CRATIC MEMBER, FULL COMMITTEE ON VETERANS’
AFFAIRS

Mr. Evans. Thank you, Mr. Chairman. This year’s Bush adminis-
tration budget proposal for the Department of Veterans Affairs is
a result of seriously misplaced priorities. I hope you will agree with
me that a significant portion of the rehashed recommendations pro-
posed should be soundly and quickly rejected.

I don’t think anyone on this committee will celebrate an increase
in the veterans’ medical care budget of less than 2 percent. Plus,
we've seen before—and rejected on a bipartisan basis—the admin-
istration’s proposals that would increase pharmacy and primary
care co-payments and establish user fees for veterans.

The administration requested about a $500 million increase for
veterans’s medical care, for a total of $27.4 billion, which does not
include money collected from veterans and their insurers. In sharp
contrast, without the projected savings from legislative initiatives
or management efficiencies, the VA would require more than $2
billion in additional appropriations. The President said that this
was a “tough” budget, and he wasn’t wrong about that in terms of
its impact on our veterans.

In my view, this disappointing budget proposal is another pro-
found example of the need to take the VA’s spending out of the po-
litical arena. Nine veterans’ service organizations have made man-
datory funding of veterans’ health care their top legislative priority
this year.

Mr. Chairman, thank you for holding this timely hearing. I look
forward to working with you and the veterans’ service organiza-
tions and the VA where we can.

Thank you.

[The prepared statement of Congressman Evans appears on p.
91.

The CHAIRMAN. I thank my good friend. I'd like to welcome our
first witness today, our good friend, the Honorable Anthony dJ.
Principi, Secretary of Veterans Affairs. 'm sure most people in this
room know the Secretary’s background. However, for those who
don’t, here are some highlights of his very distinguished career.

Prior to his nomination, Mr. Principi was secretary of QTC—
president, I should say—Medical Services, Inc., a group of profes-
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sional service companies providing independent medical and ad-
ministrative services and examinations. Before this, he was a sen-
ior vice president at Lockheed Martin, and a partner in the San
Diego law firm of Luce, Forward, Hamilton & Scripps.

Secretary Principi has worked on national policy issues and has
held several executive-level positions in Federal Government. He
chaired the Federal Quality Institute in 1991 and was chairman of
the Commission on Servicemembers and Veterans transition As-
sistance established by Congress in 1996. He also has no trouble
getting around Capitol Hill, having served as chief counsel and
staff director of both the Senate Armed Services Committee and
the Veterans’ Affairs Committee.

A graduate of the U.S. Naval Academy in Annapolis and a com-
bat-decorated Vietnam veteran, Secretary Principi first saw active
duty aboard the destroyer USS Joseph P. Kennedy. He also com-
manded a river patrol unit in Vietnam’s Mekong Delta.

Secretary Principi, you have served our Nation proudly and well,
and this committee welcomes you. Please proceed as you like.

STATEMENT OF HON. ANTHONY J. PRINCIPI, SECRETARY, DE-
PARTMENT OF VETERANS AFFAIRS; ACCOMPANIED BY ROB-
ERT H. ROSWELL, M.D., UNDER SECRETARY FOR HEALTH,
DEPARTMENT OF VETERANS AFFAIRS; VICE ADMIRAL DAN-
IEL L. COOPER, U.S. NAVY (RET.), UNDER SECRETARY FOR
BENEFITS, DEPARTMENT OF VETERANS AFFAIRS; JOHN W.
NICHOLSON, UNDER SECRETARY FOR MEMORIAL AFFAIRS,
DEPARTMENT OF VETERANS AFFAIRS; WILLIAM H. CAMP-
BELL, ASSISTANT SECRETARY FOR MANAGEMENT, DEPART-
MENT OF VETERANS AFFAIRS; AND MARK CATLETT, PRIN-
CIPAL DEPUTY ASSISTANT SECRETARY FOR MANAGEMENT,
DEPARTMENT OF VETERANS AFFAIRS

Secretary PRINCIPI. Thank you, Mr. Chairman, and good morning
to you and to Mr. Evans and to the members of the committee. It’s
always a pleasure to appear before you.

This year and next year, if this budget is approved, 800,000 more
veterans will receive VA medical care than in 2001, the year I be-
came Secretary of Veterans Affairs. And these veterans are the
human dividend of a series of increased budgets requested by the
President, combined with active and successful advocacy in the
Congress, especially the members of this committee.

This first chart shows the unprecedented growth in VA’s medical
care budget, more than 40 percent in health care alone over the
past 3 years. And on behalf of America’s veterans, I thank the
members of this committee for your contribution to this significant
achievement.
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Secretary PRINCIPI. In my view, this is the Golden Age of VA
health care. Never has quality of care been so good. Never has ac-
cess been this broad, with close to 700 community-based outpatient
clinics I'm proud to have built on the successful legacy of my prede-
cessors who moved the VA from a hospital-centric system to a pa-
tient-focused system, and we will continue to open more commu-
nity-based outpatient clinics in the future so that more veterans
have greater access to our health care system.

And never before have we treated so many veterans at so many
locations. This second chart shows the growth in our workload and
the growth in our workload and the growth in our enrollees over
a period of time, and certainly since I came into office in 2001, we
have increased our enrollees by the end of fiscal year 2005 by 2
million, and over 800,000 veterans, as I have indicated, are now
the recipients of health care. This could not have been done with-
out the President and without your support.



AWV T NN D
GAD re10L

PBOPYIOA 318 YI[BdH




8

Secretary PRINCIPI. For 2005, our total health care budget au-
thority would increase 3.4 percent under the old structure or 4.1
percent under the new structure, and that does include medical
care costs recovery collections, either first party co-payments or
from insurance. That process began in 1998 when the Congress au-
thorized collections to stay with the VA as new resources. And
since that time, they have been included in our collections.

I believe that this budget, combined with what we have been
able to accomplish over the past 3 years in our growth, will allow
us to sustain the gains we achieved over the last 3 years.

This next chart shows the medical care request change over prior
years, and I'm very, very proud that the President has increased
through his request VA medical care dollars by 27 percent.
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Secretary PRINCIPI. If the President’s request is approved by
Congress, I believe we will have the resources we need to maintain
our status as the gold standard of quality care and meet our goal
of scheduling nonurgent primary care appointments for 93 percent
of the veterans within 30 days, and 99 percent within 90 days.

My goal, Dr. Roswell’s goal, our Under Secretary of Health, is to
eliminate our waiting list in 90 days with a very, very significant
budget that we received in 2004, albeit late, but I understand and
appreciate t he difficulties of the appropriation process in Congress,
but we will use those dollars as best we can in the 7 or 8 months
remaining in this fiscal year to work down that waiting list and get
veterans in in a timely manner.

We will continue to focus on the medical needs of veterans identi-
fied by Congress as the highest priority, the service-connected dis-
abled, the lower income who have few other options for health care
in this country, and those veterans who need our specialized
services.

I know that Congress has been very, very concerned about our
construction budget over the years, and this next chart will show
that our budget request for 2005 almost more than doubles the con-
struction request from the previous fiscal year. This will allow us
to improve our facilities, to modernize our facilities, soon to be
identified through the CARES process.
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Secretary PRINCIPIL In addition, it is my intent to use the author-
ity granted by you and apply up to $400 million of the 2004 med-
ical care appropriation to the CARES projects. We will see how
things go this spring in terms of waiting lists, in terms of meeting
our staffing needs and looking at our spend rate to determine how
much of that $400 million we can use for new construction, mod-
ernization of our health care facilities.

What that means is a total of almost a billion dollars in 2004 and
2005 to transform VA’s medical facilities into a 21st century health
care system.

Perhaps most importantly, the budget will fund high quality care
for veterans returning to our shores from overseas conflicts. Of the
approximately 90,000 active duty servicemembers who served in
Iraq and have been discharged, we have seen about 12 percent of
them in our VA medical centers, about 9,700. Of the 15,000 who
served in Afghanistan in Enduring Freedom and have been dis-
charged, approximately 1,400 have come to the VA.

We are engaged in a major outreach activity to contact them, to
make sure that they know of their benefits. I will be sending a let-
ter to just about all 90,000 of those young men and women to let
them know about this program. And we’ve started putting out a
brochure, Operation Iraqi Freedom, which explains in detail the
benefits they’ve earned by their service to America in this time of
war.

There is no question, however, that we still have great challenges
in the VA, and we are responding to those challenges in many dif-
ferent ways, and certainly policy initiatives are one way.

First, we emphasize our commitment to the highest priority vet-
erans by asking Congress to raise the income threshold to $16,500
from $9,800 for exempting low income veterans from pharmacy co-
payments. This would impact about 500,000, almost 500,000 low
income veterans who currently have to make pharmacy co-pay-
ments, and lift that burden from their shoulders. We're talking
about the poorest of the poor.

We also ask that you eliminate all co-payments for former POWs.
Propose to eliminate co-payments for hospice care. When veterans
are in a contract hospice program and are paying co-payments, we
want to stop that process. And in those cases where our patients
must make co-payments to their health insurers for non-VA emer-
gent care in emergency rooms in the private sector, we want the
authority to reimburse those veterans the co-payments that they
must make to their insurers.

At the same time, we also ask Congress to approve both an in-
crease in pharmacy co-payments and a very modest annual fee to-
taling less than $21 a month, a very small proportion of the cost
of care for higher income nondisabled veterans using our system.
This is not an enrollment fee. It would be an annual fee collected
only from veterans actually receiving care in our system and could
be paid on a monthly or an annual basis, depending on the needs
of the veterans.

I would just like to point out that for many, many years, the
Congress has required enlisted personnel—petty officers, staft ser-
geants, tech sergeants, who served 20 years or more on active duty,
probably in one war, maybe two wars—when they retire, with a
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very, very low retirement income, they must pay $254 a year to be
enrolled in the TRICARE program, TRICARE Prime program. And
when they reach 65, they must make $600 in payments to Medi-
care to HHS. I don’t think it’s unreasonable to ask someone who
may have served only one hitch, has no disabilities from military
service, and has an income higher than these retired enlisted per-
sons, to make a very small monthly payment once they use it. And
it’s not to enroll in a program, but rather when they use it.

I believe that we can meet some of our challenges on our own.
For example, I approved the recommendation from my Under Sec-
retary, Dr. Roswell, to address regional funding imbalances by in-
cluding all veterans—Category 7 veterans, Category 8 veterans—
using our system and our resource allocation model. This will en-
sure those networks, those areas of the country that have a dis-
proportionate share of higher income veterans, are counted in the
allocation process so that they can meet the needs of those
veterans.

In addition to improving access to health care, the President di-
rected me to bring the benefits processing system under control.
And with your help, we have made substantial progress. This next
chart shows that by the end of this past fiscal year, we brought the
backlog of disability claims down from 432,000 to 253,000. It has
gone back up since then because of a court case that made us hold
onto claims for up to a year to give the veteran the opportunity to
add additional evidence. Congress has fixed that problem for us.
We believe the court misinterpreted the law you passed, and I be-
lieve that we’re going to be able to get that workload back down
to my goal of 250,000.
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Secretary PRINCIPI. I'm also proud that the number of veterans
receiving service-connected disability compensation is projected to
increase to 2.6 million, up from 2.3 million in 2001. That’s 300,000
addition, notwithstanding the fact that unfortunately many of our
veterans, World War II and Korea, Vietnam, are passing on, men
and women with service-connected disabilities, and we are pro-
posing a $2.8 billion increase, almost a $2.8 billion increase to fund
this improvement in the disability comp program.

I think that’s come about because we’re bringing down the back-
log, we're making decision, and we’re serving service-connected vet-
erans who have been exposed to herbicides and contract diabetes
or other forms, other diseases.

VA is not only health care and benefits, but as the chairman in-
dicated, the President’s budget request will continue the greatest
expansion of the National Cemetery system since the Civil War.
We have opened one new cemetery. We have five close to comple-
tion. We will open up another six by the year 2009. That will ex-
pand our gravesite capacity by 85 percent, almost double our Na-
tional Cemetery system’s gravesite capacity over the next 5 or 6
years. And I thank you for your support in that area.

That concludes my statement. I'm sorry for running over, Mr.
Chairman. I'd be more than happy to answer any questions you
might have.

[The prepared statement of Secretary Principi appears on p. 111.]

The CHAIRMAN. Thank you very much, Mr. Secretary. If you
wouldn’t mind just briefly introducing your distinguished panel.

Secretary PRINCIPL. I'm sorry, sir?

The CHAIRMAN. If you wouldn’t mind introducing your distin-
guished panel.

Secretary PRINCIPI. I'd be happy to. To my far left is General
Jack Nicholson, our Under Secretary of Memorial Affairs. Admiral
Dan Cooper, our Under Secretary of Benefits. Mark Catlett, our
Principal Deputy Assistant Secretary for Management. Dr. Bob
Roswell, our Under Secretary of Health, and William Campbell, our
Assistant Secretary for Management.

The CHAIRMAN. Thank you very much, Mr. Secretary. Let me
just say to Mr. Nicholson, I understand your brother, Jim Nichol-
son, who is our U.S. Ambassador to the Vatican, with whom I was
with recently and has worked very effectively on the human traf-
ficking issue and other human rights issues, it’s his birthday today,
so if you could convey to him my and many of our congratulations.

Mr. NicHOLSON. Can I tell him you mentioned that?

The CHAIRMAN. Please do. He’s doing an extraordinarily good job,
and especially in the area of human trafficking, sex trafficking,
which the Vatican and our government and other interested coun-
tries have made a major difference in, and I've worked that issue
for years, so I want to thank him for that.

Mr. Secretary, let me just say, it has been my privilege to serve
on this committee for 24 years, and I would note and remind my
colleagues that every year from President Reagan, President Bush,
the previous Bush, Bill Clinton for 8 years and now President Bush
again, we've received a budget that never quite got to where we
wanted it to be as members of Congress, and I say that in a bipar-
tisan way.
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We've received that budget as a starting point. We're working
with the administration, a work in progress, working with the ap-
propriators. We have thankfully been able to ratchet up that budg-
et, particularly in the medical care area, in a calm and deliberative
way. And then at the end of the day, as we saw with the signing
of the most recent appropriations omnibus bill, we get to at least
within the ballpark of where we want to be. And I will predict that
this year, this will be a starting point, as I said in my opening, this
is 96, 97 percent of where we want to be, but it’s not there.

So we will work, I give you and my colleagues the assurance, we
will try to increase it in the area of medical care, because there are
some veterans who will not get the kind of care that they need if
we don’t make those efforts. So I would just throw that out for just
a historical perspective. Every budget, with no exception over the
last 24 years, has been at the opening stages where we want to be,
and we look forward to working with you to get hopefully where
veterans will be well served in total.

I just wanted to ask you, 2 weeks ago when the President signed
the omnibus bill increasing by $1.2 billion approximately than was
requested from Congress just a year ago, this came, as you know,
after a very vigorous debate. There were strong convictions. It was
bipartisan, and thankfully we were able to prevail.

I noticed in the budget, though, that $800 million of those funds
fI‘nay ]cr))e carried over to the following year. Could you explain that

or us?

Secretary PRINCIPI. Certainly, Mr. Chairman. This is the second
year, unfortunately, that we received our appropriation some 4
months late. And there’s no directive, I can assure you, to hold
back on spending appropriated dollars and carrying them over for
the next fiscal year. I want our people to use the dollars, of course
to use them widely and no year-end binge spending. These are tax-
payer dollars.

But last year, because we received the appropriation late, in Feb-
ruary again, we carried over some $770 million to this year. And
our appropriation that year wasn’t as high as this year. So I antici-
pate that we will carry over $800 million, maybe even more than
that, into the next fiscal year. But that’s just an assumption based
upon getting the appropriation in February and not October. If it’s
all spent this year, and spent wisely and making sure that vet-
erans get health care, that’s absolutely fine, and modernizing
equipment, that’s fine. But I think that’s a safe assumption.

The CHAIRMAN. It appears to me that the $250 enrollment fee or
whatever else we might want to call it, and the pharmacy co-pay-
ment hike as proposed in the budget for 7 and 8’s, would discour-
age its use. Can you explain that? I mean, last year when we
looked at this, and the VA’s own forecasting model suggested a
number of veterans would decide or opt to go elsewhere. That con-
cerns many of us. You know, there are already co-payments for
acute care beds, and there are already co-payments, modest as they
are, for outpatient services. This additional fee—you broke it up
]I;lonth by month, which obviously makes it appear to be less,

ut

Secretary PRINCIPI. It may discourage some use, Mr. Chairman,
for veterans in 7 and 8 who have other options. I don’t believe it’s
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going to discourage anybody from using the VA health care system
who has no other options.

I remember not too long ago seeing a memo from some health ad-
ministrator at one of America’s largest corporations urging the cor-
poration to send a memo around to all of the employees, 50,000 em-
ployees who were veterans, urging them to abandon the corpora-
tion’s health care system and go over to VA and get their pharma-
ceuticals. Maybe they wouldn’t abandon their corporation’s health
care system.

So, yes, you might have a little bit of that. But I sincerely believe
that it’s so modest that those with the higher income—I'm not say-
ing they’re wealthy by any stretch of the imagination—would still
get a wonderful health care benefit at a very, very small, small
cost.

The CHAIRMAN. I see my time is up. Mr. Evans.

Mr. Evans. Mr. Secretary, we appreciate your joining us this
morning. We applaud you for your work that you do. But how
would you characterize the fiscal year 2005 budget request? Is it
a good budget request for the VA?

Secretary PRINCIPI. I would characterize the 2004 request as a
very, very good request, and I applaud the Congress for their as-
sistance in this committee with the appropriation process. So I
think it was a very, very good request. I'm very proud of it.

You know, sure, I've never come before this committee and mis-
represented the truth. I've always said that, you know, we need ad-
ditional resources to meet this surging demand for health care
brought on by open enrollment and a great benefit and quality and
more and more outpatient clinics.

But I feel that we have done extremely well. Not me, I mean,
both the executive branch and this committee and the Congress
working together. It’s not ideal, but we’ve come a long way, as I've
indicated with these charts. And a million veterans getting more
care since 2001 I think is an extraordinary accomplishment, and it
would not have happened without the dedicated people in VHA and
the work of the President and this committee and the Congress.

Mr. EvANS. When we look at the resources that are available to
fund the VA’s obligations for fiscal year 2005, it appears that you
will be approximately $2 billion short if your proposed legislation
is not enacted. Is this correct?

Secretary PRINCIPI. Well, if the proposals are not enacted, as I
indicated last year, we would fall short, and it would entail, you
know, longer waiting lines or, you know, maybe a more difficult en-
rollment decision or additional resources. Those are the options
that would be before us. But, you know, I'm counting on those pol-
icy proposals to help us generate some revenues so that we can ex-
pand the reach of health care. And the beauty is that you let us
keep those resources and use them to benefit veterans.

Mr. Evans. I want to make sure you’re very clear about my feel-
ings and concerns that you raised. And I appreciate it. We've
worked together in the past. But just one more question here, and
that is, did your request to OMB include full funding of the VA for
that $2 billion? Did you talk to OMB about that?

Secretary PRINCIPI. I asked OMB for $1.2 billion more than I
received.
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Mr. EvANS. Okay. Thank you, Mr. Chairman.
The CHAIRMAN. Chairman Buyer.

OPENING STATEMENT OF HON. STEVE BUYER, CHAIRMAN,
SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS

Mr. BUYER. Thank you, Mr. Secretary. I support your firm com-
mitment to continue a focus on veterans in the highest statutory
priority groups. I believe that providing the timely, high quality
health care to VA’s core constituency, the veterans with service-
connected disabilities, those with lower incomes as you spoke of,
and veterans with special health care needs, such as those with
?pinal cord injuries, loss of vision, I think you’ve got the right
ocus.

Congress chose, back when we did eligibility reform back in
1996, to ignore the warnings of the surge by GAO and CBO. We
ignored those warnings and we sided with the testimony of the vet-
erans service organizations. This committee and the VSOs had it
wrong. The surge came.

And now what’s happening is even some of the testimony that
was provided by CBO, they warned us in the future Congresses you
would see this type of politics that we’re seeing today of you coming
and people then bashing and measuring compassion by the dollar;
oh, you’re not giving us enough, when in fact we here in Congress
have created this problem which you are having to manage. So we
here are at fault for this.

And I just want you to know, Mr. Secretary, I intend to explore
those testimonies by the VSOs and also bring them to account. We
can’t have people just come and testify and then we have this prob-
lem later on, and to think that this creation of a system for vet-
erans that is now without shame, whereby veterans of whom are
non-service-connected can just push our service-connected disabled
veterans out of the way and leap ahead of them, I think this is
wrong. So I want to applaud you, Mr. Secretary, for focusing on the
core competencies here.

Secondly, I also recognize that you inherited a large backlog in
claims. I applaud you for the 40 percent reduction in claims over
the last 3-year time period. I also recognize your modified budget
account structure. I like it. Keep it up. I think it’s helpful to us as
we examine the budget, and I suppose all the years I did with DOD
budgeting, I like that. And transparency and seamlessness, and it
permits us to examine. I think it also permits some more precise
accountability of where the money is going. So I just wanted to
share that with you.

I also thank you for establishing the benefits delivery discharge
program. When you set that up at the 136 military bases around
the country, I believe it was to ensure a more seamless and timely
transition of our active duty and reserve component men and
women when they separate from active duty. It’s been long over-
due, and it’s a great program. We've been watching what you're
doing, and we're getting feedback. And I just want to applaud you
for that.

You also finally have brought about measurable performance out-
comes in the department’s what I would classify as the undisci-
plined billion dollar information technology programs. And I hope
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your newly confirmed CIO continues to provide strong oversight of
your IT programs and not let the decade-old project, VETSNETS
and the CoreFLS project to continue to be funded without requiring
a measurement of improvement. So I solicit your comments on your
IT.

Also with regard to the significant dent in your third-party
claims processing, you have some great expectations that you've
laid out in this budget, and I would welcome your comment as to
whether or not you can realistically meet them.

And last, I'd like your comment on whether you are pleased with
the progress or lack of progress in the DOD-VA sharing initiatives,
and will continue to monitor both of the departments’ commitment
to the President’s mandate. I do recognize, Dr. Roswell, that you
have an ongoing discussion with General Webb out at Tripler, and
Mr. Secretary, it’s dumbfounding that we can have state of the art
equipment at Tripler and you can throw a paper airplane from Tri-
pler to the VA, yet in radiology where we run filmless x ray, that
those two systems can’t talk and communicate to each other.

So the more we get ahead and get on with it with DOD sharing,
even in the purchasing of equipment, let’s be smart about our busi-
ness. I’d welcome your comment.

Secretary PRINCIPI. Well, I have a chart on medical care cost re-
covery, if you could please just bring that one up. Again, of course,
we have increased collections, because we have more veterans
being treated, and then we had an increase several years ago from
$2 to $7 in pharmacy co-payments, but I think we’ve done a much,
much better job over the past few years increasing the collections.
Again, those dollars stay with the VA, which is the beauty of the
whole thing, and there’s a real incentive to do well in this area.
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Secretary PRINCIPI. So I believe that with the new systems com-
ing on line, like patient financial services system and some of the
electronic software applications and insurance verification and
identification and accounts receivable, we’ll be able to continue to
improve our collections from insurance companies. But, of course,
as you know, Medicare is the biggest insurer in the Nation, and
they're off bounds to the VA, as well as many of the HMOs, that
we have much difficulty collecting from them because they refuse
to do so. And your support in that area, especially with the HMOs
and the IPOs, whatever they’re called, would be very, very helpful.
I'll ask Dr. Roswell to talk about the radiology issue.

Dr. RosweLL. Thank you, Mr. Buyer, Mr. Chairman. We are very
pleased with the level of sharing between the VA and DOD. As the
Secretary mentioned in his opening comments, we now have an ex-
change of information including the receipt of lists of persons who
have been discharged following service in Operation Enduring
Freedom and Operation Iraqi Freedom. That has allowed us to do
the needed directed outreach to make sure that those men and
women have seamless health care, and we’re very pleased to be
able to do that.

With regard to the situation at Tripler, certainly the commitment
that both the Department of Defense and the Department of Vet-
erans Affairs have made to go to a data repository architecture to
mount electronic medical records by the end of fiscal year 2005 will
allow the sharing of digital imaging, including digital radiographs,
at that location, and we’re very pleased with the progress that
we've made within VA towards the data repository architecture
with the electronic medical record, and certainly hope that similar
progress is being made within DOD.

The CHAIRMAN. Dr. Snyder.

OPENING STATEMENT OF HON. VIC SNYDER

Dr. SNYDER. Thank you, Mr. Chairman. Welcome, Mr. Secretary
and gentlemen. Mr. Secretary, I think that medical inflation is run-
ning around 8 percent now, something in that range, nationally,
and I know it’s hard to compare your system. Your medical care
budget is a 4.1 percent increase. You've talked about the problems
with surging demand, but it’s not just the surging demand of in-
creased numbers, it’s also the problem of increased costs.

I appreciate your candor in telling us that your request to OMB
was $1.2 billion more than this budget, which means in my view
that this budget is $1.2 billion short perhaps. But if I add on the
$1.2 billion, that gets me to 8.39 percent right at medical inflation.
And all those charts are great about showing increased bar graphs,
but they don’t take into account the problems of medical inflation.
I don’t think that’s a very fair comparison for the American public
to make. But I appreciate your candor in telling us that you are
aiming to get to that percent increase.

A specific item—any comments you want to make about it are
fine—but a specific item I would like you to spend some time on,
and I don’t know what happened if you made your request, you
were told you were going to be $1.2 billion short, and then you had
to go back to your budget and look for ways to find that, but your
research budget is a $50 million cut, your research, medical re-
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search budget, is a $50 million cut. And that is—and fortunately,
we see that in other places in the budget, not in your budget, the
DOT, the basic research budget is a cut, an actual cut in dollars.
This is not keeping up with inflation. This is a cut in dollars, and
that’s real money. And would you tell us what your thinking was
on the cut in the

Secretary PRINCIPI. Yes, sir. If I can just address very quickly the
medical inflation issue. We’re not subjected, although obviously we
do have medical inflation, we’re not subjected to the same medical
inflation that the private sector. Of course, 60 percent of our budg-
et is payroll, and we’re capped.

Of course, we have a physician recruitment and retention prob-
lem which we hope that the Congress will work with us on this
year, as well as our pharmacy. We've done a great job, as you
know, in keeping our pharmacy costs under control.

On the research, yes, we've seen a slight cut in the research
budget. However, I believe that’s more than offset by much more
aggressive effort to attract research dollars from NIH. And I be-
lieve that the number of grants we’re getting—perhaps Dr. Roswell
can comment on it—will more than offset the appropriation reduc-
tion but will increase the dollars actually coming to the VA in
grants from NTH.

Dr. RoswgLL. Thank you, Mr. Secretary and Dr. Snyder. The
fiscal year 2005 budget request does combine the indirect research
support with research support. And you're correct about the
reduction.

It was our hope that we would offset that by being able to cap-
ture NTH indirect funding for over $600 million in NIH-funded re-
search that’s taking place within the Department of Veterans Af-
fairs, and yet we’re one of a very small number of agencies who
aren’t able to capture the indirect cost of research.

Were we able to capture that NIH indirect cost for NIH funds,
funding research in VA medical centers by VA investigators, serv-
ing the needs of veterans, then the offset in our appropriation
would be more than made up, and we would certainly welcome
your support to that end.

Dr. SNYDER. Well, the problem is, is that the NIH budget has its
own pressures. It surely is subject to the medical inflation rate, be-
cause most of their business is with institutions out there that are
nongovernmental. The Department of Defense basic research budg-
et is cut.

I mean, I don’t think this is the best way to do government is
to say were counting on another agency getting a robust increase
to give us money to make up for the fact that we cut the research
line by $50 million. I think one of the folks made some comments
about your budget being budgetary gimmicks and smoke and mir-
rors, and I think it kind of laid it out for you. But I consider this
last comment a bit of budgetary gimmickry and smoke and mirrors.

The bottom line is, you all are cutting back on medical research
and you're counting on getting money from another federal agency
that may well not happen. And I think it’s like the canary in the
mine, you know. This is like the seed corn for the future. We’ve got
a lot of veterans out there that are dealing with a lot of ailments.
They want the ailment to go away. They don’t want to come to the
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VA hospital. They want to be able to see this stuff go away and
be prevented and get the kind of treatments 10 and 15 and 20 and
25 and 30 years from now that—you know what I'm talking about.

Secretary PRINCIPI. Absolutely.

Dr. SNYDER. And the VA has always been one of the most signifi-
cant players in research in this country, and on certain illnesses,
is the number one leader in the world on research in certain areas.
Hepatitis C, prosthetics. And we're cutting that.

And I think that, Mr. Chairman, I would encourage us to pay
very close attention to this research number, because I think it’s
got some ominous—it’s not as sexy as a lot of this other stuff, but
it’s got some ominous consequences for our long-term commit-
ment—long-term commitment—to veterans’ health care.

Secretary PRINCIPI. Dr. Snyder, I just want you to know that I
feel very much like you do. We fought very, very hard for the re-
search dollars. OMB, of course, they have pressures and it doesn’t
make any difference who is in office, but we fought very hard.

The CHAIRMAN. Mr. Beauprez.

Mr. BEAUPREZ. Thank you, Mr. Chairman. Mr. Secretary, good to
see you. I understand the budget constraints that you must be
under, I suppose every agency is under.

If you could in the few minutes we've got explore with me some
of the efficiencies that you might have seen in drafting this budget,
some of your expectations. I recall last year a lengthy discussion
about your—about pharmaceuticals and savings that you hoped to
realize there. Are there any significant efficiencies that maybe you
see coming this year?

Secretary PRINCIPI. Well, we’re proposing an efficiency rate of 1.5
percent, which I think is very, very small compared to the private
sector, what we’re seeing in productivity improvements in this
country of ours because of technology, and so we’re probably less
than half of what’s happening.

And indeed, I think the vast investment that you have made in
us in information technology is allowing us to do things smarter
and better.

You know, I just previewed a new software application that we
brought online. We call it our capital asset management system,
that allows us to track every lease we have, and believe me, we
have thousands of leases. And by tying into the GSA databank, we
know which leases we’re paying more than market value and which
ones are less. So we can now go out and renegotiate leases and
make those kinds of efficiencies improvements.

Our medical care cost recovery has become much more efficient
as we've consolidated some of that and brought on new technologies
to help us collect money from insurance companies.

DOD sharing. I can’t say enough about DOD sharing. In some
areas, it doesn’t always work where we have a great population
growth. But we need to do more together. We need to purchase to-
gether, procure equipment, procure pharmaceuticals, medical/sur-
gical supplies.

Standardization. I've preached to my people to go national con-
tracting and standardization to drive down the costs. We don’t need
to buy 15 different types of certain pieces of equipment. We can
standardize that and discount it 10 or 20 percent. And when you
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procure $7 billion worth of goods and services, you know, you can
cut off 5 percent or maybe a little bit more, you can save a lot of
dollars. And we need to do more of that, and we are. But it’s a
struggle to change cultures and the habits of how people have done
things in the past.

Mr. BEAUPREZ. Well, I bring it up probably because of a con-
versation at breakfast this morning with a manufacturer, a ma-
chine tool company in my own district, who’s got a contract with
DOD, Navy specifically, and he said through their design and effi-
ciency process, begin a very small business, what used to cost $100
now costs $55. It basically cut the cost in half.

And I don’t want to make work for you all, but I would suggest
that it might be beneficial for members of this committee to under-
stand more fully some of the efficiencies that you can achieve as
you go forward.

Let me pursue another line, if I might, and just throw in a com-
ment as well. The cost recovery issue you all know is important to
me. I’'ve sponsored some legislation to assist in that. I hope we can
find a solution in it. I would also second Dr. Snyder’s concern about
research wherever it comes from, I hope we’re continuing our
research.

But long-term care. I notice a comment in one of the briefs that
we have that you are continuing to look at closing some beds, and
that of course raises alarms, but I also see comments about the
changing nature of long-term care, more in-home hospice. Could
you comment a little bit on where the VA sees that going?

Secretary PRINCIPI. Yes. We are in fact trying to do more in non-
institutional care, by instituting programs and making sure we
have uniformity across the country to allow veterans to reside in
their homes for as long as possible.

We believe that technology and better care management allows
veterans to stay home, combined with respite care, adult day care,
home-based primary care, you know, adult day care. So we believe
that we can reach and help many more veterans if we can shift
some of our focus into the noninstitutional care setting.

But at the same, I know of the interest of this committee in
maintaining a level of VA nursing home beds. And we are doing
that. But we would like to see the community nursing home beds
that we contract for, that allows veterans to reside in nursing home
beds closer to their home, as well as the state homes that we have
funded at an increased level, we are proposing that those be in-
cluded in the definition of nursing home beds, and we think it’s
more adequate and more balanced.

Mr. BEAUPREZ. Thank you, Mr. Chairman.

The CHAIRMAN. If the gentleman would yield just briefly before
going to Mr. Rodriguez, just to amplify or to underscore how impor-
tant this committee does see the nursing home, long-term nursing
home issue, we had a hearing just a few days ago on that. Dr.
Roswell knows it well. And there is strong bipartisan support for
not decreasing but actually increasing the whole mix, including
those beds that are provided on the federal level. So I just wanted
to make that point. Mr. Rodriguez.
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OPENING STATEMENT OF HON. CIRO D. RODRIGUEZ

Mr. RODRIGUEZ. Thank you, Mr. Chairman. And by the way, Mr.
Chairman, I did listen to your comments regarding the need to con-
tinue to work on this budget. And, Mr. Secretary, I also listened
to you, the fact that you had requested that additional $1.2 billion
that was needed.

The bottom line is the President’s budget raises health care costs
for over 500,000 veterans, imposes new co-payments and enroll-
ment fees that will cost veterans approximately $2 billion over a
5-year period, according to the data. And in fact, over 5 years, the
budget for the veterans health care program is $13.5 billion below
the amount needed to maintain services for current levels.

Mr. Chairman, I know that last year we worked together on in-
creasing I know with yourself and Mr. Evans and others are mak-
ing sure we would increase the budget, and I would hope that we
do the same this time around. I just cannot believe that the admin-
istration would do this and continue to do that, and we’ve had dif-
ficulties in increasing that. And I saw the charts. But the reality
is, even with the increased number—even with the increased num-
ber, Mr. Secretary, and you’ve done a tremendous job on a variety
of areas, including the backlog, as well as the numbers, the fact is
that we have 25 million veterans out there.

And, yes, we’ve known, both during the Clinton administration
and during the Bush administration, both Republicans and Demo-
crats, we have failed to basically respond to the needs of our vet-
erans, and we’ve known those numbers, both Democrats and Re-
publicans. And there’s a real need for us to come forward.

We're in war right now, and this is shameful for us—it should
be shameful for both Republicans and for Democrats, that we can-
not come up with the resources that are needed for our veterans.
And the reality is, the fact is that we are addressing less than 4.7
percent of our veterans that are out there in need.

And so we have a situation where almost 81 percent of our vet-
erans are not even being serviced by the administration, Veterans
Administration. And so based on the figures, if there’s over 25 mil-
lion, we've got less than 4.7 of them, you know, there’s a large
number out there. And we know the demographics, and we've
known them in previous administrations also.

And so, Mr. Chairman, I would hope that as we look at these
numbers that we battle away together as we did the last time and
try to come back. But I cannot believe that the administration
would come back forward once again and begin to dialogue about
some of the same issues that we had some concerns last year, and
that was on the co-payments that we agreed that, you know, we
were against and that we were not wanting to touch on those
issues and that we needed some additional resources.

Right now as far as I know, we still have some young people
coming back from Iraq, from Afghanistan, that are coming back,
some with serious illnesses. We went to Walter Reed. We see these
young people coming back.

I'm told also that it appears that the VA has added some 500
million for medical care, an increase of less than 2 percent; an in-
crease of less than 2 percent. That 4 percent that’s being talked
about, I presume is the co-payments that are being added to that
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over the next—so it’s less than 2 percent increase. And I know Dr.
Roswell has talked about the need for 13 to 14 percent overall in
terms of just to keep up with existing programs, just to keep up
with existing services.

And as we get the reports from the President’s advisory task
force on care, we know the disparity that exists between regions in
areas in states throughout this country. The fact that we have cer-
tain areas in South Texas that to this day do not get the services
that they should be getting because of the fact that theyre not
there. And I know we’re working hard to try to meet those needs.
But, you know, if nothing else, both Democrats and Republicans
ought to look at this.

This is an election year, and this budget, in all honesty, is em-
barrassing. And I'm glad to hear, Mr. Secretary, that you asked at
least for an additional $1.2 billion, and I'm glad to hear the chair-
man say that this is not satisfactory, at least that’s what I gather
that you were saying, that we need to do more. And I'm hoping
that we buckle down and get some resources in this area, because
this is something that we should not tolerate.

And TI've said this under Democratic administrations and I con-
tinue to say it under the Republican administration. The fact is
that we’ve got to come to grips with this. This is unacceptable, and
we've got to make some changes. And we can show all kinds of fig-
ures about increasing numbers. But the demographics show we're
probably still disproportionately responding to the need because of
the need that’s out there.

And so we can say, yes, we've made some inroads, but we’re not
there yet, Mr. Secretary.

The CHAIRMAN. Thank you. Mr. Renzi.

OPENING STATEMENT OF HON. RICK RENZI

Mr. RENzI. Thank you, Mr. Chairman. Mr. Secretary, thank you.
It’s good to see you this morning. I don’t know always that you get
the commendation that you deserve for your leadership and your
service. I'm grateful for it. I think you speak with humility today
in your stewardship role as you describe to a lot of the colleagues
here the economies of scale that you’ve been able to find.

I think you put together a great team. I commend you for it. I
want to look into the budget and ask you, as I go through and
looked, and I know last year when we got together, we spoke about
a little bit of a judicial activism that we saw with the courts as it
relates to the case involving Allen v. Principi with the alcohol, not
the treatment of the alcohol or drug abuse, but the compensation
of alcohol and drug abuse.

I had a chance to go out to Prescott, where you have at the new
Bob Stump Veterans Hospital out there, one of the finest detox cen-
ters in America, compared to anything. Arizona has a lot of detox
centers. In talking with some of the addicts out there, and the ad-
dictions that they are struggling with, they don’t want the com-
pensation. You talk to these guys and these gals coming out of ad-
diction, and they’re not looking for another subsidy, another hand-
out. They’re looking to pull themselves up by their own bootstraps.

I wanted to give you a chance to expand upon if we’re able to
get some sense into the courts, if we’re able to pull back from this,
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not the obligation we have to treat, certainly not to treat, but to
compensate, the kind of savings and efficiencies you would see
there, please.

Secretary PRINCIPI. Well, it’s my understanding in the past we
have proposed legislation that would prohibit payment of disability
compensation to those who use alcohol or drugs. I think that was
turned down.

I believe the focus should be on rehabilitation. The veterans who,
for whatever reason, have a substance abuse problem, the VA
should have its doors open to address that issue, as well as other
behavioral conditions that would lead to homelessness. I think
that’s the most compassionate way to address this problem.

So, you know, I'm just maybe a little too traditional. I've never
believed that a disability compensation program was intended to
compensate people for substance abuse problems. We have a re-
sponsibility to help cure them so that they don’t become homeless,
and devote our resources there.

I know veterans do have PTSD and they may turn to alcohol and
substance abuse, and we should compensate for them for the
PTSD. But I don’t believe they should be compensated for the sub-
stance abuse. That’s just a personal philosophy of mine. But I want
to help them.

Mr. RENZI. I'm with you.

Secretary PRINCIPI. And we have added so much money to our
homeless program. We’re going to have 10,000 beds, the grant and
per diem program. We're increasing funding from 175 million to
188 million in 2005. I think the VA is the leading integrated pro-
vider of homeless services in this Nation. And we still have too
many homeless veterans, but I think we’re making great progress,
and it’s because of the dedicated employees in VA.

Mr. RENZI. Sure. I wanted to give you a chance to expand on
maybe the numbers that you think we could save, the efficiencies
that could be found if we were able to roll it back.

bSecretary PrINCIPI. $2.8 billion that we compensate for substance
abuse.

Mr. RENzI. $2.8 billion.

Secretary PRINCIPI. Sorry. Over 10 years.

Mr. RENZI. 'm with you. But when we talk about shifting monies
this year and we get down to arguing together and debating, we
do have an ability within the system to find major amounts of mon-
ies that we can shift over into medical and true care.

Lastly, I want to talk to you about, within the budget, the line
item that you have for education, reaching out to our veterans,
educating them on some of the programs that are available to
them, I want to put a commercial in for a piece of legislation that
we passed on a bipartisan basis that affects our disabled American
veterans, allowing them to use their Montgomery GI Bill, not only
to go to school and take entrepreneurship classes, but to develop
small businesses. If it wasn’t for Mr. Rockefeller on the Senate
side, we would have had a much limited piece of legislation that
allows sole-source only to veterans, disabled American veterans
within the business that they’re conducting with Veterans’ Affairs.
We now have expanded that to include DOD, Homeland Security.
I would ask your vision of educating the disabled American veteran
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so that they now know that they have this program available, that
they can go out and develop a small business and do sole-source
contracting with the government.

Thanks, Mr. Secretary.

Secretary PRINCIPI. Yes. I couldn’t agree more. I think the legis-
lation that was enacted into law that now allows us to do more
with disabled veterans in small business ownership is a long over-
due step in the right direction.

I think everything we can do to outreach to disabled veterans
who are interested in pursuing their own business, help them get
started, set aside some contracts for them, some small business
contracts, I think it’s a very, very important step.

The CHAIRMAN. Mr. Michaud.

OPENING STATEMENT OF HON. MICHAEL H. MICHAUD

Mr. MicHAUD. Thank you, Mr. Chairman. Good morning, Mr.
Secretary. I appreciate your candor this morning and honesty, but
I must say that I am very disappointed that we ask our military
personnel to risk their lives around the world and the administra-
tion has presented us with a budget which fails to adequately pro-
vide the benefits and services earned by the men and women who
wear the uniform as well as the budget does not even include the
cost of the war in Iraq as it relates to veterans’ services.

[The prepared statement of Congressman Michaud appears on p.
95.]

Mr. MicHAUD. I have four questions. The first one is can you ex-
plain why the administration is proposing to cut benefits for ap-
proximately 50,000 veterans per year who uses VA’s home loan
program at a cost of $91 million over the 10-year period?

Second question is, I understand you’re pleased with what the
DOD is doing as far as sharing information. Are they sharing
enough information with you, and do you feel that you are able to
effectively plan to provide care for our military personnel as they
return from Iraq and Afghanistan?

The third question is, like you, I do believe that improving man-
agement efficiencies is extremely important. This budget, like pre-
vious budgets, has used management efficiencies to cover costs for
the sake of improving management efficiencies of the management.
Do you have itemized data to show where the VA actually has
saved money in previous fiscal years?

And my last question is, there is a severe threat concerning VA
state homes, and we had a hearing just last week. States are being
compelled to seek VA’s per diem payments as a veterans third-
party liability and offset them against Medicaid payments to the
homes. We were told last week by the National Association of State
Veteran Homes that this approach may have a profound effect on
their future operations and even cause some of these homes actu-
ally to close their doors. Does the VA have a position on this?

Secretary PRINCIPIL. I'd just start out, I think we may disagree on
the budget. I appreciate your position and am certainly not trying
to be argumentative.

I'm very proud of our track record over the past 4 years, and I
think—and our work with Congress to have a 40 percent increase
in health care alone, which perhaps maybe after World War II,
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there was a big plus-up in the VA, but I think in modern history,
the VA health care system has never seen such an increase that
I know of. And I could be wrong, but I think we should be very,
very proud of that, and I'm very proud of the President. That 40
percent breaks down to 27 percent based upon the President’s re-
quest and the Congress added 13 percent to the President’s request
over the past 3 years.

Mr. MICHAUD. But, Mr. Secretary, may I interrupt? I appreciate
those numbers. I've been in the legislature in Maine for 22 years,
and I can appreciate how you can manipulate numbers. The bottom
line is, veterans are not being taken care of today. And you can use
these increases.

The budget has been inadequately funded over a number of
years, number one. Number two, with the cost of inflation, it defi-
nitely has caused a huge burden on the effect.

Number three, when you look at the economics in this country,
in the State of Maine, we’ve had labor market areas with over 38
percent unemployment. And there are a lot of these veterans who
lost their health care because of the private industry who had been
subsidizing the VA, taking care of benefits for the veterans, and
they need their help now.

So there is a huge need out there. When I look at whether or not
we're taking care of our veterans, I look at are they receiving the
services.

I can appreciate using these numbers to try to justify it, and I
appreciate all that you've done for the VA, and I know that you
have to, you know, work for this administration, and I appreciate
your additional money. Hopefully we’ll be able to get that increase
in there. But don’t try to say that they're being take care of, be-
Cﬁuse they’re not because the real dollar figure is definitely not up
there.

Secretary PRINCIPI. I understand. I'd like to—certainly you raised
a very important issue about the home loan program. There’s eco-
nomic assumptions when that proposal came up that showed a cost
savings. It now shows a cost over 10 years of $91 million, and I
think that really needs to be looked at, and I'm sure the committee
will look at it very, very carefully.

I was very insistent that if there was going to be any change that
active duty military personnel be exempt, because they move
around all the time and can’t built up equity in their homes. So
that active duty military personnel should be able to use that ben-
efit as many times as they need to while they’re on active duty, but
that after you become a veteran, to take advantage of it one time
to build up equity, so that you can buy your home and put the 20
percent down. But again, the economic assumptions have changed.

And then there was another question. I think we’re making great
progress. We're not there yet, Congressman, on DOD-VA sharing,
to make sure that we have seamless transition for our active duty
personnel coming back from war, and to go into the VA health care
system. But as Dr. Roswell said, by the end of 2005, we should
have this bi-directional data sharing in place, but I do think we
really made this a very high priority and am proud of the steps
we've taken so far.

The CHAIRMAN. Ms. Hooley.
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OPENING STATEMENT OF HON. DARLENE HOOLEY

Ms. HooLEY. Thank you, Mr. Chair. Thank you, Mr. Principi, for
being here and for the job you do. Thank you for coming to Oregon.
Our veterans have made personal sacrifices, and one of the things
we said to them, they won’t have to worry about health care. I
don’t think when they come back from battle they should have to
worry about health care.

The President’s budget falls about $2 billion short of what is
needed to provide adequate health care to our Nation’s veterans. In
fact, over the next 5 years, it will be over $13 billion below the
amount needed to maintain services at the current level.

The needs of our veterans are not being met. Funding for med-
ical care per veteran has steadily declined in constant dollars over
the last decade, while the number of veterans seeking health care
has increased.

In Portland VA, we have a waiting list of about a thousand vet-
erans who want to see a primary care physician. We have some-
thing like 700 to 800 veterans each month trying to get into the
health care system. It takes them over a year to get to see a pri-
mary care physician. Health care costs are going up.

I mean, when you talk about a 2 percent increase, a 3 percent
increase, the fact is under Medicare health costs are going up 8
percent. I've talked to people who run hospitals, insurance pro-
grams, they’re talking 8—15, 14, 15 percent increases, and this
budget doesn’t keep up with the increase in health care costs.

One woman recently wrote me and she said, we got to the hos-
pital about 3:00 p.m. and we were in the emergency room. I don’t
know why they were in the emergency room. They got there at
three o’clock in the afternoon. They waited until almost 12:30 a.m.,
9 hours, and there were still people ahead of them, and so they fi-
nally left.

So my question is, what are we going to do about people—and
this isn’t the only story I've heard about people waiting that long
in emergency care. In fact, a woman who works for VA just this
weekend told me that somebody had broken their toe and they
were in the—they were waiting for, I don’t know, again, 9 or 10
hours, and she was a mental health worker, and the person was
fairly agitated, and she spent a lot of time trying to calm the per-
son down.

So how are we going to fix that?

Secretary PRINCIPI. It’s a real challenge. You know, I think we
need to keep in perspective that prior to 1998, only about 2.9 mil-
lion veterans had eligibility for the full continuum of VA health
care. And Congress made the decision to open the door to all 25
million veterans, and it dramatically changed the face of the VA,
to go from 3 million one year, and the next day you have 25 million
who can go to outpatient clinics.

And, you know, I wasn’t here then, but Congress must have envi-
sioned that not all veterans would be able to get care, because they
established—you established a priority scheme with seven, now
eight different priority levels, and then you put in the law that the
Secretary had to make an annual enrollment decision, quote,
“based upon the extent resources are made available to you in ap-
propriation acts.”
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If it was intended that all 25 million would come, there would
be no need for priority levels. There would be no need for enroll-
ment decisions. I think there was an understanding that we may
not be able to do that.

And obviously when I came here, demand and budgets were just
totally out of sync. And we were just growing, and veterans were
being placed on waiting lists. Like, you know, you can enroll, but
you’re not going to see a doctor for 6 months or a year. I mean,
what kind of health care system is that?

So we started to struggle to bring down the waiting list, and it’s
been difficult, but we’re getting there. We’re doing that through in-
creased resources that the President and you have given us. We're
doing it through advanced health access by incorporating new ini-
tiatives, building more outpatient clinics, hiring more doctors. So
now were down to 30,000, but it’s still too many. And we're still
enrolling veterans at an unprecedented rate.

So it is a challenge.

Ms. HOOLEY. And yet we said to veterans——

Secretary PRINCIPI. I can’t disagree with you.

Ms. HoOLEY. Right. But we said to veterans, if you’re going to
serve in the military, if you're going to put your life on the line,
then we’re going to serve you and we’re going to provide health
care, and we've got to figure out a way to do this. And again, we'’re
not going to do it with an increase of 2 percent or 3 percent or 5
percent when you talk about health care costs going up and you
talk about enrollment going up.

Secretary PRINCIPI. I'd agree with you.

Ms. HOOLEY. And it’s huge.

Secretary PRINCIPI. You know, there is no higher priority for me
than the kids—the kids—the young men and women in Iraq and
Afghanistan. I mean, I've had two sons there at the same time. I
feel deeply about this. This is very personal to me, and we have
to be there. We have care coordinators now in every hospital. We
have full time staff up at Walter Reed and Bethesda Naval Hos-
pital to make sure none of these young heroes fall through the
cracks.

And I can assure you—I can assure you that we will do every-
thing in our power to make sure that if they need health care, if
they need prosthetics for lost limbs, we're going to give them the
best. And that’s just the way it has to be. There should be no high-
er priority than the disabled men and women who serve this coun-
try in uniform. And to the extent we can take care of many more
people, wonderful. But we’ve got to remember who, you know, to
care for him who shall have borne the battle were Lincoln’s words
that are on the cornerstone of my building, who have borne the
battle. They’re our highest priority in my view.

The CHAIRMAN. The chair recognizes Mr. Boozman.

OPENING STATEMENT OF HON. JOHN BOOZMAN

Mr. BoozMAN. Yes. First of all, I really do want to thank you and
your staff, Mr. Secretary. I know that nobody—you’ve got a tremen-
dously difficult job in dealing with this, but I believe with all my
heart that you and your staff care about veterans as much as any-
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body in this committee or anyplace. So we really do appreciate your
hard work.

A couple of things. You mentioned earlier about the co-pay with
the HMOs, you know, and different entities and trying to get that
money. Is the problem—do we have the legislation in place to get
that done, or is it a matter of enforcement, or is it a matter of cod-
ing, or what do we need to do different to help you out in that
respect?

Secretary PRINCIPI. Maybe Dr. Roswell can answer more tech-
nically. We just have been very, very unsuccessful in collecting
from HMOs the cost of the care. Private insurers, you know, em-
ployer insurance we do pretty well, but HMOs, and I think we need
legislative help to require HMOs to reimburse us a reasonable level
for the cost of the care that we provide to those who have paid pre-
miums for health care in an HMO.

Mr. BoOozMAN. Right.

Secretary PRINCIPI. And those dollars could stay with the VA so
that we can do as Congresswoman Hooley and Michaud asked us
to do is to provide more health care, and I think that’s a component
of the authority you've given us, but we’re struggling.

But it’s also coding. We have internal problems. You know, get-
ting our doctors to document what they do and then code properly
and then send out that bill. I think we’re doing better in those
areas, but we could use help.

Mr. BoozMAN. Well, I know you're working on that. But you do
then feel like legislation is needed to beef the thing up where we've
got some penalties or whatever, some enforcement mechanism to
actually to get them to come through.

The other thing is, we mentioned, you know, about the seamless
transition as far as from the DOD to VA. How about as far—you
know, we, as a committee as a Congress, we've tried to encourage
the DOD to cooperate better with us as far as facilities, you know,
health care facilities and just some equipment sharing, you know,
in that area. How is that coming?

Secretary PRINCIPI. I think it’s much better today. Bob, you may
want to answer. We have a joint economic council. We have a joint
strategic plan, and we’re committed to it, but there are a lot of cul-
tural and institutional barriers to really breaking down the walls
completely. But I do think we’re light years ahead of where we
were after Vietnam, maybe even after Persian Gulf 1.

My predecessor has made some great strides. I think we’re con-
tinuing to make strides, but there’s just more that needs to be
done.

Dr. RosweLL. I would point out that in the Capital Asset Re-
alignment to Enhance Services process, the CARES process, DOD
was an active participant. Over 80 joint ventures were considered
in the formulation of the regional and national CARES plan. A
number of those were identified as priorities in the draft national
plan, and we certainly hope that they will be in the recommenda-
tions that the CARES Commission presents to the Secretary in the
next week or two.

Mr. BoozMAN. Okay. Thank you.

The CHAIRMAN. The chair recognizes Ms. Davis.
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OPENING STATEMENT OF HON. SUSAN A. DAVIS

Mrs. DAvis. Thank you, Mr. Chairman. Welcome, Mr. Secretary,
good to see you, and thank you for your commitment in San Diego
as well.

I wonder if I could ask a few questions about our help for our
veterans who either have post-traumatic stress from other situa-
tions or certainly from the war in Iraq and Afghanistan. How much
of this budget—we talked about long-term care last week and the
questions that we all have, not just in the general population, but
of course for our vets in trying to have the research available and
to treat really our problems with mental illness today—how much
of this budget is directed at that out of the medical dollars, if that
number is available?

I'm looking for the increases. What do we expect to see as a re-
sult of particularly Iraq and Afghanistan, and does this budget
really reflect that? What would be our best guess on that?

Secretary PRINCIPI. Well, we have proposed to increase our budg-
et for PTSD alone from $167 million to $181 million, and the num-
ber of patients will grow from 59,000 to almost 64,000 2004 to
2005, so there is an increase in the level of care for PTSD.

But you know, it seems to me, and I should let Dr. Roswell com-
ment, all of these conditions are intertwined. You know, they have
PTSD, they may have substance abuse problems. They’re probably
homeless in many cases, and they have mental health issues that
need to be addressed. So I think it’s a matter of trying to address
all of those underlying concerns.

Dr. RosweLL. I appreciate the question. It’s more than just dol-
lars. It’s a cultural workforce sensitivity towards the needs. We
have been fortunate that we haven’t yet seen a huge number of
cases of PTSD in the men and women who've served in OIF and
OEF.

But I think that some of the world class research this committee
alluded to earlier shows that as support systems weaken, as read-
justment issues are encountered, as some of the fanfare dies down
and people face going back to work, dealing with a spouse or a
child who is not doing well in the school after the servicemember’s
absence, that’s when PTSD becomes a problem.

So we're taking this hiatus, if you will, to focus our educational
efforts, making sure that there’s heightened staff awareness, mak-
ing sure that we’re using new clinical practice guidelines developed
in concert with DOD, making sure that our staff are aware. We're
working with our readjustment counseling service as well as our
mental health services to make sure that we have the sensitivity
and the preparation to recognize PTSD at its earliest manifestation
so that we can treat it definitively.

Mrs. Davis. I appreciate the new interest in trying to track and
alert people to the services that are available, but I would like you
to think about, you know, realistically, are those gains enough?
Should we putting more of our efforts up front?

I've been to just far too many stand downs in San Diego, and,
you know, it really is based largely on the kinds of care, the serv-
ices that were not available to these people when they really need-
ed them. And so if we can take a realistic look at that, that may
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be an area that we need to shift some resources as those needs be-
come available and obvious. I appreciate that.

I know that we have dealt with the long-term care issue, the fact
that there would be fewer beds available. We're making some as-
sumptions I think that a lot of the veterans can be served at home
perhaps with additional supplementary care. That may be an as-
sumption that doesn’t work for this population, and we probably
need to be taking another look at that as well.

Mr. Secretary, I wonder if you could respond. Of the issues that
you have tried to address of the $1.2 billion that you would have
liked to have seen in this budget, would you share with us, what
part of this budget gives you the greatest amount of concern?

Secretary PRINCIPI. Well, there are a lot of things I'd like to do,
Congresswoman Davis, to address the needs of veterans, to take
care of more veterans if possible, you know. I grapple with the
issue of the Category 8 veterans and should that door be opened
again? If so, when? We still have a waiting list.

So, you know, again, I'm very proud of what’s been done by peo-
ple of the VA with your support, the President’s support, but I, you
know, [—veterans live in—veterans are not as kind of a segmented
group of people. We're Americans. And, you know, terrorism is an
issue for us and our families and the war and the economy and
jobs, and, you know, taxes. All of these things impact the veteran
community, because we are ordinary Americans. Some have done
better than others. They scaled the walls of Normandy, came home
and built modern America. And they faced the same challenges
that all of us, that all Americans face.

And so I want to be mindful to do everything I possibly can to
advocate for veterans programs but also to remember that edu-
cation for our children is important, et cetera, et cetera. And so
there are priorities that you, the Members of the Congress and the
President, have to determine how do we divide all of this up. And
it’s a very difficult process. But I think that we have got it—we
have done very, very well over the past 3 years.

The CHAIRMAN. Chairman Rob Simmons.

OPENING STATEMENT OF HON. ROB SIMMONS, CHAIRMAN,
SUBCOMMITTEE ON HEALTH

Mr. StMMONS. Thank you, Mr. Chairman. Thank you, Secretary
Principi. Let me just say for the record that you and I both served
together in Vietnam, albeit you were in the Navy. I'll forgive you
for that, I suppose. But we also served together on the Senate side
as Senate staffers back in the eighties, and it’s been a great pleas-
ure for me over the last year or so to serve as chairman of the
Health Subcommittee and to work with you and your fine staff to
try to come up with better solutions for the health care of our vet-
erans, better solutions.

Now there are some good things in this proposal, and I have
been through the proposal and I'm happy to see some of the good
stuff. 'm happy to see that former prisoners of war will no longer
have to do co-payments if they’re in a hospice program. I mean,
gosh, almighty. It’s a small thing, but it sends a powerful message.

And I'm glad that we’re increasing support for our homeless as-
sistance programs because my experience—you said veterans are
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Americans. They are. I'm a veteran. I'm an American. If I'm sick
and if I can get treatment at home, that’s what I'd prefer, to going
to an institutionalized setting. And so I think that’s good and I
think that’s worked very well around the country.

Waiting lists for access. You know, we have heard all the horror
stories. When the new VA principal for Connecticut was installed
9 months ago, I said I want you to bring the waiting list down. Our
waiting lists in Connecticut are under 30 days. That wasn’t done
with passing a law. That wasn’t done with more money. That was
done by setting a challenge out to the people that administer the
programs and say 90 days plus is too much. Let’s see what you can
do. And they brought it down to under 30 days, which is about
what it takes me to get into my private care physician, which is
kind of amazing.

CARES process. I think the fact that we’re going forward with
funding certain projects now because we see the need is really im-
portant. And I think that’s a real plus.
hThird-party claims. Huge. I want to expand it. I want to do more
there.

That being said, the chairman and I did go to the administration
to OMB over the break, and we did lobby heavily for more dollars
for veterans, and we I suspect were not successful. But then, that’s
the beauty of our process and that’s the beauty of our system. The
President has proposed it. It’s for us to dispose of it, and that
means we conduct hearings, which we will, we make changes.
That’s the way the system works, and that’s the way I think we
should work.

[The prepared statement of Congressman Simmons appears on p.

Mr. SiMMONS. And with that in mind, Mr. Secretary, my first
question goes to the issue of the $1.2 billion. In anticipation of com-
mittee or subcommittee hearings on this budget, will you provide
us with what was requested and denied in that $1.2 billion and in
a timely fashion so we can take a look at it before we go into our
hearing process this spring?

Secretary PRINCIPI. We'll provide that information.

Mr. SIMMONS. I appreciate that. Secondly, the chart is pretty
clear. Cumulative increases since FY 1996, 61 percent in funding.
That’s your medical care appropriation. In most circumstances,
that’s an awesome figure. I mean, it’s an awesome figure, except
the unique VA patient load has gone up almost 76 percent.

And, you know, that’s the ugly reality. As Mr. Buyer has pointed
out very clearly, 1996, the Congress changed the rules of the game.
Unfortunately, when we changed the rules of the game, we didn’t
fund it. We failed to fund it. That’s not your fault. That’s our fault.
That’s what we have to address.

So my second question goes to the issue of pharmacy benefits. 1
feel that pharmacy benefits are a huge issue for many veterans
who would like to access pharmacy, would like to capture the sav-
ings of VA pharmacy, but for one reason or another are not able
to access the system, and that includes priority 7 and 8s. Could
you explain to me what you are proposing in the pharmacy area,
and would you also explain for the record how your pilot program
on pharmacy has worked? I believe you announced it last summer.
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Secretary PRINCIPI. The pilot program I thought went very, very
well. We provided pharmaceuticals to I believe it was about almost
8,000 veterans who had private sector physicians and only wanted
the pharmaceutical benefit, in an effort to help those who are wait-
ing a long time to see doctors just to get prescriptions filled, we did
the pilot. I thought it worked very well.

I'm hesitant to expand it right now. You know, I believe that
what we need to do is get veterans in, get them seen in a timely
manner, provide them with their pharmaceuticals. But a prescrip-
tion only benefit program would have serious implications for the
VA if we just became a—filled prescriptions. And I would imagine
the costs would skyrocket because of that segment of the popu-
lation who would just come to the VA just for script only.

But it’s something that we continually explore, Mr. Simmons,
and will continue to do so with you.

Mr. SimMoONS. I appreciate that. I know my time has run out. My
guess is that if we could provide veterans with a pharmacy benefit
in a timely fashion, we would not see them waiting for 12 hours
in the emergency room, because the prescription drugs would regu-
late their chronic condition, which would enhance their health.

But I appreciate your testimony. We look forward to working
with you and your staff and the VSOs in the spring to dispose of
this budget that has been proposed to us. Thank you.

The CHAIRMAN. Thank you, Chairman Simmons. Ms. Berkley.

OPENING STATEMENT OF HON. SHELLEY BERKLEY

Ms. BERKLEY. Thank you, Mr. Chairman, and happy birthday,
Mr. Nicholson. It’s a pleasure to have you here on such a special
day of your life.

Mr. Principi, Secretary Principi, and Dr. Roswell, it’s always a
pleasure to see you. I can’t tell you how much I appreciate all your
efforts on behalf of the community that I represent trying to help
me in my efforts to provide the veterans that live in the Las Vegas
Valley with a full scale medical complex.

By your own estimates, as you are well aware, the prediction is
that the number of annual visits by veterans in the Las Vegas Val-
ley to their primary care clinic will rise from the 200,000 that cur-
rently exist to a half a million in 2010. That is a mere 6 years from
now. And as you are well aware, right now the veteran population
in Las Vegas is continuing to explode, and the VA officials in
southern Nevada are diligently trying to meet their health care
needs with no clinics, no hospital and no long-term care facility. It
is quite a chore for them to do that.

I met with Mr. Hemple this past week, and as you know, he’ll
be retiring in March, and I will have a new VA district director in
March. This will be the third one in the 5 years that I've been serv-
ing, and I'm hoping that this one will last a little longer. I suspect
there’s a little burnout, because the chore that they’ve been tasked
with in the Las Vegas Valley is probably more than anybody can
actually handle and do successfully.

Veterans in southern Nevada and across the country are count-
ing on the CARES plan to provide the necessary VA facilities. The
President has requested $524 million to begin implementing rec-
ommendations associated with the CARES plan, which includes of
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course a full service VA medical complex in Las Vegas. My concern
is when the CARES Commission submits a final plan, the concern
is that the proposed resources for the VA construction programs
will not be enough to begin this process.

As the CARES blueprint is finalized, I am looking forward to
working with you to deliver on our mutual promises made to the
200,000 veterans in southern Nevada. Can you give me some
idea—and again, let me very quickly share with everybody the fact
that our clinic closed because of structural defects. I've got 80-year-
old veterans standing in front of the ten VA facilities that are now
scattered across the Las Vegas Valley waiting for a shuttle to pick
them up in 110 degrees. That can’t go on very long.

I also would like you to comment on where we are with the De-
partment of Defense in this cockamamie proposal to share facili-
ties, which simply does not work, and I think the Michael
O’Callahan Hospital in Las Vegas is evidence that it doesn’t work,
and the veterans get shortchanged when that happens.

One other—or two other things, if I could. Long-term nursing
home care. Since we have none, some would be great. And while
I think home care is important and day care and respite care, all
of that is wonderful for the mix, but I've got a unique type of vet-
eran. Most of them moved to Las Vegas in their retirement years,
and they are alone. They’ve lost their spouse. Home care, respite
care, day care is not what they need. They need long-term nursing
facilities to care for them when there is nobody—mnobody else there
to care for them. And so I'd like you to concentrate on those issues.

But one other thing, before my time runs out: There’s been a con-
tinuing—my office is being barraged by concerns that the VA is al-
lowing non-physicians to perform eye surgery in the VA hospitals.
I would appreciate you enlightening me on that, because it’s becom-
ing a drumbeat back home, and I'm wondering what is that drum-
beat all about, Mr. Secretary?

Secretary PRINCIPI. Okay. All right.

Ms. BERKLEY. And you have about 30 seconds to answer all those
questions. (Laughter.)

Secretary PRINCIPI. Let me say, we should have $1.3 billion in
this year, in 2005, for CARES, $1.3 billion, not really $524 million.
That’s truly what the President requested, which is more than dou-
ble from last year. But you gave me the authority to use $400 mil-
lion of the medical care appropriation. We have carryover—not car-
ryover, we just have—yeah, we have carryover. So the total amount
available for CARES today should be $1.3 billion.

Obviously, Las Vegas 1s a very high priority. You know of my
commitment that we need to replace the clinic there. Dr. Roswell
is in full agreement on the need for a 120-bed nursing home in Las
Vegas, and we both agree that the capacity at O’Callahan—while
I am a strong supporter of sharing, I believe it’s the way to go—
they may not have the complete capacity to take care so that we
have to send veterans to San Diego and to Los Angeles to get their
care. That’s unacceptable. We need to do better. I'm hopeful that
when we get CARES done, a strategic plan will be offset.

Ophthalmologists are very upset that optometrists are doing
laser surgery. They have launched a major, major campaign to stop
optometrists from doing laser surgery. We did permit one or two
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optometrists who were licensed to do laser surgery to do it. The
ophthalmologists felt that this was inappropriate.

Dr. Roswell, do you have any——

Dr. ROSWELL. At present, no optometrists are performing laser
surgery in the VA. We have asked for a suspension of that practice
pending our ongoing negotiations with a variety of stakeholders, in-
cluding ophthalmologists and others, to make sure that we allow
a full expression of scope of practice within the Department of Vet-
erans Affairs but don’t in any way endanger veterans. That simply
will not be tolerated.

Having said that, though, I don’t believe that the scope of prac-
tice of clinicians should be legislated by the Congress nor regulated
by the executive branch of the Federal Government. I believe that’s
a states rights issue, and we’re trying to develop and articulate and
promulgate policy that honors that relationship but still safeguards
veterans.

Ms. BERKLEY. But you've suspended the practice of——

Dr. ROSWELL. It has been suspended.

Ms. BERKLEY. Okay. And, Mr. Chairman, can I ask one more
very quick question? Very quick, very quick. Thank you. Could
you—when do you think the CARES Commission is going to finish
their work? And then we can get some more space.

Secretary PRINCIPI. They are finished. They’re going to submit
the report to me on February 12 or 11.

Ms. BERKLEY. Oh, that’s great.

Secretary PRINCIPI. I will then take the balance of the month,
probably, to review the recommendations, come up with a decision
package, and get it to Congress.

The CHAIRMAN. The chair recognizes Dr. Murphy.

Ms. BERKLEY. Thank you very much.

Dr. MurPHY. Thank you, Mr. Chairman. Thank you, Secretary.
Because I'm anticipating press releases and critiques that may
come out of this, I just thought I'd ask this straight-up question.
Based upon the veterans budget, will there be any closing of beds,
loss of care, reduction, whether it’s nursing home, hospital beds or
anything else?

Secretary PRINCIPI. Not because of the budget.

Dr. MuURrPHY. Not because of the budget. Absolutely not, sir. So
even any percentage reduction because of an increase in the num-
ber of veterans who may be asking for those? I just want to make
sure I have it on the record.

Secretary PRINCIPI. I can assure you there is going to be no cut-
back, no closures. We have the CARES process ongoing, as you
know, and that involves some consolidations and closures and
openings and new hospitals. But as a result of this budget, sir, I
do not anticipate any cutback in service.

Dr. MURPHY. Because I know last year we ended up seeing some
criticisms of that, and I just want to make sure we avoid any cut-
backs along those lines.

Jumping to another issue here, I wanted to ask about funding
that deals with state veterans homes in Pennsylvania, we have vet-
erans homes where it costs about $200 per day for care per vet-
eran, and the VA I think kicks in about $56 or so per diem for “VA-
recognized” veterans. And yet Pennsylvania has the largest Army
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guard in the Nation, the fourth largest air guard, several major re-
serve components, including just in my district alone, they've got
an Army reserve regional command headquarters, a Marine and
Navy reserve command headquarters, the 28th Infantry Division of
the Pennsylvania National Guard, et cetera. And most of all who
may have also served in the war on terror in some way or another.

But I understand now what currently happens is there is a dis-
tinction made between who may qualify for getting some federal as-
sistance or per diems if they’re in a veterans home for care versus
a distinction between those who may have been active duty versus
those who are reservists?

Secretary PRINCIPI. I don’t believe so, Congressman Murphy. I'm
not—I may not understand the question. I may have to follow up
with you personally. Why don’t we look at that?

Dr. MurpPHY. That’s fine. I'd appreciate it.

Dr. ROSWELL. The states do have some authority to establish pri-
orities for access to the state veterans homes. That’s not a federally
regulated issue. Our policies address the per diem reimbursement,
the certification of those, the delivery of services, but not specifi-
cally what criteria the states choose concerning access.

Dr. MurpHY. Well, I just bring that up because I'd like to pass
it on to you and get some feedback.

And one other area I wanted to ask about, I know a lot of com-
ments were made last year about waste, fraud and abuse within
the VA system. One area that I particularly tried to pursue had to
do with finding other ways of purchasing medical equipment and
supplies such as reverse online auctions or other elements like
tht?t. I left it with Mr. McKay. I guess he’s now gone to another
job.

And I'd appreciate a follow-up on that to see what other kinds
of moves are being made within the Veterans Administration to im-
prove purchasing because I know where you can save money, that’s
money that can go on to other care, and I was impressed with some
of the efforts that the VA had before with identifying waste, fraud
and abuse and improving efficiency, so I'd love to hear some up-
dates on that.

Mr. CAMPBELL. Yes, sir. We have, at the urging of the Secretary,
we had a procurement reform task force that is giving us savings
of over $250 million annually on buying medical and surgical
equipment and supplies.

We also have been using, to some limited extent, reverse auc-
tions. We started off using the U.S. Navy’s reverse auction soft-
ware, and we have tried it on a limited amount.

We're also doing things like going back and making sure that
we’re not paying people twice. We have audit recovery programs.
We have a post-award audit recovery program which over the past
2 years has recovered $63 million. We've gotten about $8 million
in eliminating duplicate payments at our financial services center
in Austin, Texas over the last 2 years, and we are doing things like
better bill paying so that we reduce the late interest penalties that
we’ve paid. We've cut that back down to below I believe this past
year we went down below a million dollars for the first time,
$906,000, and we are increasing our discounts that we’re taking
from vendors.
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So in the past year, we have gotten about $4 million in improved
bill paying where we’re reducing our late interest penalties and
we’re improving our discounts.

We're also getting larger amounts of rebates on using our micro
purchase cards. Last year we got $17.5 million in rebates. We've
subsequently renegotiated our contract for the next 5 years, and we
anticipate even without an increase in the volume, we should get
at least $25 to $27 million a year.

So we’re looking at every efficiency we can.

Dr. MurpHY. Thank you. I appreciate that. Thank you, Mr.
Secretary.

The CHAIRMAN. The chair recognizes the gentleman from Ohio,
Mr. Strickland.

Mr. STRICKLAND. Thank you, Mr. Chairman. Mr. Secretary, I'd
like to begin my remarks by thanking you for your service to our
country. And on two occasions when I've been with you, you've
mentioned your two sons. And I know you’re very proud of them,
and I want to thank you for their service to our country as well.

I think you are a good and decent man. My only wish is that the
folks at OMB were as concerned about veterans as I believe in my
heart that you are, sir.

I have a question regarding the Allen decision, and——

Secretary PrRINCIPI. Which decision, sir?

Mr. STRICKLAND. The Allen decision, regarding the compensation
for alcohol and substance abuse. My understanding is that com-
pensation for those reasons is always secondary to a service-con-
nected condition. Is that correct?

Secretary PRINCIPI. That is correct. I have general counsel here,
but I want to make sure. I believe that is correct.

Mr. STRICKLAND. Okay. And you had mentioned that if we ceased
providing this particular compensation that there was a savings
perhaps over 10 years of $2.8 billion. And I'm wondering, are you
able to track that? I mean, do you have actual data that would sup-
port that 2.8 number that you shared with us?

Secretary PRINCIPI. I believe we do, Mr. Strickland. I would want
to follow up with you, sir, to make sure I gave you all the data.
But I believe that in our compensation, disability compensation
rolls, we can track that amount and, you know, extrapolate what
the savings would be over 10 years.

Mr. STRICKLAND. Okay. Thank you for that. What we’re talking
about here is a budget, and a budget is a reflection of our Nation’s
values. And it is all about establishing priorities. I mean, I think
that’s the most significant thing that any legislative body does or
members of a legislative body is establish priorities.

Lots of things, good things, need to be done. We can’t do them
all. And so as a government, we decide which things are more im-
portant than other things. Now I believe that we all understand
that the proposals in this budget regarding the co-payment for
medicines, the—I won’t call it the enrollment fee, but the use fee
of $250 year. The Congress rejected those proposals in the past,
and I think that most of us who are realistic understand that
they’re likely, most likely to be rejected this time.

You said if those proposals are not enacted, earlier you men-
tioned three results. There could be longer waiting lines. You would
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have to make perhaps more difficult enrollment decisions, or addi-
tional resources. And it seems to me that we all understand that
additional resources are needed. And we are making decisions here
with this budget.

Now, Mr. Secretary, you and I have talked, and I'm going to
bring out an issue here in the committee that I think all of my col-
leagues need to understand, and I'm talking about the memo. I'm
talking about the memo regarding the proactive dissemination or
marketing of VA services. And I'm going to read from that memo,
and I'd like for my colleagues just to listen to these words. It was
dated July the 18th, 2002, from Mrs. Laura Miller. And some of the
things she says in that memo are this:

“VHA has achieved significant advances in quality and coordina-
tion of patient care. However, the current situation put those ad-
vances at risk. In this environment, the marketing of VA services,
such activities as health fairs, veteran open houses to invite new
veterans to the facilities, or enrollment displays at VSO meetings,
are inappropriate. Therefore, I am directing each network director
to ensure that no marketing activities to enroll new veterans occurs
within your networks, even though some sites might have local ca-
pacity. As a national system, all facilities are expected to abide by
this policy. Marketing activities could include those mentioned
above, as well as generalized mailings to veterans, local newspaper
articles encouraging veterans to enroll, or similar public service an-
nouncements.”

This memo is proof positive that we need more resources in this
system. And, Mr. Secretary, my time is up and I don’t know if the
chairman will give you an opportunity to explain or not or to com-
ment. I hope he does. But——

Secretary PRINCIPI. I'd be pleased, Mr. Strickland, and I appre-
ciate your concerns. I just want to assure you that we have not
stopped outreach. I would never stop education and providing our
veterans with all the information they need. I felt at the time when
we had a waiting list of some 318,000 veterans, you know, engag-
ing in marketing activities so to speak like I mentioned that cor-
poration going out there to make sure we take them from the cor-
poration and enroll them in the VA health care system, I didn’t
think it was appropriate until we got the waiting lists down.

But I've always wanted, and it was a clarification to that memo,
to make sure that health fairs stand downs, TAP programs, out-
reach, pamphlets like this go out. So I do want to clarify that. I
understand the point you're making, and I respect your position.
But I think there is a difference between outreach and marketing.
And as soon as we get this waiting list taken care of and there’s
room at the VA, then we should do everything we can to get vet-
erans into the system.

So I think there may be a little bit of misunderstanding with re-
gard to what I intended and how I'm trying to approach it, but I
feel strongly about making sure veterans understand what they’ve
earned, and if they choose to use the VA system, we’re there for
them.

The CHAIRMAN. Mr. Ryan.
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OPENING STATEMENT OF HON. TIM RYAN

Mr. RyaN. Thank you, Mr. Chairman. I also, as Mr. Strickland
said, would like to thank you. You’re in a very difficult position.
And I know just witnessing over the last year what a tremendous
job you’ve done in trying to negotiate the rapids in the system.

But I think there is something that needs to be talked about that
I think, as I sat here for the last hour and a half, has not been
talked about, and it’s like the big elephant sitting in the middle of
the room that nobody wants to talk about, and it’s the tax cuts.

And I know, or I believe that we can’t have a specific discussion
on this issue without having a general discussion the budget. And
I know that this isn’t the budget committee, and I know you’re not,
you know, working at OMB, so it’s difficult. But Mr. Strickland
made the point. It’s about priorities, and that’s what we have to do
here is decide what our priorities are. And I think for the President
to say that we should have another trillion dollars in tax cuts over
the next 10 years, which is $100 billion a year, for primarily folks
who make a lot of money and have a lot of money, and to take the
resources away from—and puts you in a predicament and us in a
predicament to make these very, very difficult decisions I think
really is a tragedy. And I wanted to be on record saying that, that
when we talk about priorities and we use some general language,
I believe it comes down to the tax cuts. And I wanted to be on
record for saying that.

Now Dr. Snyder talked a little bit about the prosthetic research
cuts, $50 million that would no longer be available. Can you ex-
plain or just talk a little bit about as we’re losing men and women
daily in Iraq, most of them in my visit to Walter Reed, most of
them are amputees, is the VA doing anything as far as projections
to figure out when these soldiers return if it continues at the cur-
rent pace, is the VA keeping the proper statistics to say in the next
year—because we're projected to be over there for at least the next
5 years—is this system going to be ready to handle the influx of
these soldiers?

Secretary PRINCIPI. I believe so. You know, one loss of American
life, one wounded soldier up at Walter Reed is certainly one too
many for me. But as I look at the current situation, I'm grateful
that relative to, you know, Vietnam where we lost 58,000 killed
and hundreds of thousands severely wounded and, you know,
Korea, World War II, 400,000 killed, millions wounded, the num-
bers today are very small. But still, we need to be there for them.

I will tell you that one area that I really think that the VA needs
to spend more of its resources, and I think the current war high-
lights it, is building a center of excellence in amputee research and
rehabilitation. Again, I go back to our core mission, to care for peo-
ple who have been wounded and disabled in combat or in training.
And today, because of body armor and battlefield medicine, we’re
keeping these young soldiers and marines alive, but they’re coming
back with amputation. And we need to do everything in our power
to develop the most modern prostheses available for them and to
have a rehabilitation program that’s second to none in this country.

And I think we’ve lost the edge. We spend a lot of money on re-
search at the VA, $1.4 billion, between VA appropriations that you
give us and NIH funding, DOD funding, and I don’t think we spend
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enough on this area. So I just—timing is perfect, because we just
had a meeting on this subject yesterday, and I called in a number
of amputees from Vietnam, guys I served with who lost their legs
and arms in Vietnam. And they agreed. We’re not doing enough.
And so it’s a serious issue in my view.

Mr. RyaN. Well, thank you for your comments. My concern is
that the President and the administration maybe doesn’t share
your own personal vision as I started this out.

Secretary PRINCIPI. I know it’'s a $50 million reduction, but it’s
a very, very large base, and like I said and Dr. Roswell said, we
need to go after that indirect funding from NIH and go for more
grants from NIH. And that’s very important. I think we can offset
that $50 million by getting more money from NIH. They send the
grants out. There’s no reason why it shouldn’t come to the VA.

Mr. RYAN. Thank you. Mr. Chairman, can I have 30 seconds just
to? My last question was the projections of—do you have any num-
bers as far as how many of these young soldiers are going to be
coming back as amputees? Are we projecting down the road? I'm
just—

Secretary PRINCIPI. I think to date we have 120 amputees. I
would like to provide it for the record. Maybe you can come up and
see it. But I think it’s 120. I don’t know if we have a projection of
the total number. But right now it’s in the hundreds who have
been disabled by virtue of having lost an arm or a leg.

Mr. RYAaN. Thank you very much.

The CHAIRMAN. Thank you. Mr. Udall.

OPENING STATEMENT OF HON. TOM UDALL

Mr. UpALL. Thank you, Mr. Chairman. And, Mr. Secretary,
thank you for being here with us today. Let me first of all say that
I sense, and you don’t need to answer this part of it, I don’t think
you like these cuts that have been presented in your budget, cuts
in research, cuts in benefits, cuts in dollars to veterans, and clearly
these were decisions that were made above your pay grade in
terms of priorities for the Nation.

And you can hear members talking, and you've heard it through-
out the day that we don’t think the priorities are right, and we
think we ought to dedicate additional resources to veterans. And I
think you’re going to see a bipartisan group of representatives
move to try to give you additional money. And I hope that you will
continue the fight within the administration to make sure that
when that movement happens that it’s accepted, and you don’t
need to answer that part of it. You're a good soldier and you have
to come up here and do what’s been assigned you.

But Secretary Principi, I want to get back to this whole issue of
the research, and Dr. Roswell talked about it. And this is this indi-
rect cost issue. You've got a cutback of $50 million in the budget
on research. In the last 15 months, the Oversight Committee of
this Veterans Committee has taken testimony, and we’ve shown in
our testimony that NIH once paid for indirect costs of third-party
research conducted on VA property. So they once did it.

We showed in the testimony that NIH pays indirect costs to
other organizations for indirect costs associated with research
grants, and we have also shown that NIH pays foreign organiza-
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tions indirect costs. They don’t pay the VA, but they pay foreign
organizations indirect costs. The funds to pay for those indirect
costs now come out of veterans health care. And if you look at the
budget of NIH since 1998, it’s doubled to $28.8 billion.

Now I think, you know, you asked us to help. I think we have
helped a lot. I wrote to Health and Human Services Secretary
Thompson asking him to pay the rent, to pay the VA. Ranking
Member Evans wrote you on March 12 and asked you also to pur-
sue this reimbursement. If we could recover the full amount of this
reimbursement, it would take care not only of the $50 million but
a lot more, as you know.

[The prepared statement of Congressman Udall appears on p.

Mr. UDALL. So my question is, what is happening in the adminis-
tration to pull the parties together? I think you’re pushing for this.
I think somebody at a higher level needs to pull you in and pull
Secretary Thompson in, get the decision made and get this thing
rolling. Because this is a significant amount of money that could
come in. It could help veterans now, and we just need to do it.

And so could you elucidate a little bit on that and let us know
what your position is on it?

Secretary PRINCIPI. Well, I'd like to—let me defer to the Under
Secretary, who has really been tracking this very, very closely and
working closely with HHS and the Hill to try to resolve this. There
are just some strong views I guess at NIH and other places against
providing this indirect funding to VA. But perhaps Dr. Roswell
can——

Dr. RoOSWELL. Thank you, Mr. Secretary. And Mr. Udall, you're
absolutely correct in your assertion. Based on the current level of
NIH funding provided already to VA investigators, if we were reim-
bursed at our actual cost of supporting those grants, at approxi-
mately 23 percent of the cost, which is modest by comparison to
most major academic institutions, if we were reimbursed at that
level, it would bring over $117 million of additional funding in to
VA research support which would more than offset the $50 million
reduction that’s in the proposed budget.

We sought that with our negotiations with OMB, quite frankly.
We were told that other agencies were impacted. We’ve not been
able to identify other federal agencies outside the Department of
Veterans Affairs that have anywhere near our level of NIH fund-
ing. So we don’t believe that this is precedent-setting and would
create a tremendous burden on NTH.

We have worked with NIH to negotiate this. We continue to dia-
logue with NIH and are continuing to pursue options that would
allow the reimbursement for unfunded administrative support
within the Department of Veterans Affairs, and we certainly thank
you for your support to that end.

Mr. UpALL. Thank you. And thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Udall. Let me just ask one final
question, Mr. Secretary. As you know, one of the passions that I
have, and I have many on this committee on veterans affairs, is for
the homeless. It was after a tremendous amount of work. It was
bipartisan. Mr. Evans and I authored a very sweeping $1 billion
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Homeless Veterans Assistance Act that was signed into law in 2001
in December.

And one of the many aspects of that mutually reinforcing law,
and our hope was, and I would just remind everyone, was to end
homelessness within a decade, and the numbers then were 275,000
homeless on any given night, which is an outrage. You know, 18
divisions worth of our men and women on the streets at any given
night. That should be something that all of us roll up our sleeves,
not just to mitigate but to end completely.

We authorized in that legislation, as you know, ten new domicil-
iaries. As a matter of fact, while we were going through the process
of hearings and field visits, this committee learned clearly that
domiciliaries work. They are one of the most effective means of ma-
triculating someone who is out on the streets and changing their
lives. And the VA has a tremendous track record in rehabilitating
a life that otherwise would be lost through the doms.

We authorized ten new doms. To the best of my knowledge, not
one of those have been authorized or appropriated for or opened by
the VA. My request today would be for you—and we have worked
in a bipartisan way to up significantly the amount of money avail-
able to the VA for veterans health care for all veterans’ programs,
including doms, that at least three, maybe more, in this fiscal year
would be opened so that we can meet the needs of our—and it’s
something that I feel passionately about, I know other members of
this committee feel passionately about, and it’s something that’s
doable, and I would hope that you could give us a yes on that.

Secretary PRINCIPI. Well, I know of your commitment and I share
that commitment for homeless veterans. I quite honestly was not
aware of the ten domiciliaries. I know we've increased funding for
long-term workloads in domiciliaries from three—what is that,
three thousand, three million?

Dr. ROSWELL. Three thousand, seven hundred.

Secretary PRINCIPI. Three thousand seventy-two to 4,389. Mr.
Chairman, let me look at this domiciliary issue to see what’s been
appropriated in that regard.

I think as you know, we’re doing a great deal with the grant and
per diem program. We're increasing the number of beds to 10,000.
We have a joint initiative with HUD and HHS to establish some
permanent housing, especially those with mental illness. And Ill
continue to work with you, because I think it is a pressing problem.
I think we’re making great progress—I think we’re making
progress. I think the number of homeless is down to about 200,000
now, so it’s going in the right direction but still far too high.

The CHAIRMAN. I do appreciate that, and I hope you’ll work with
us. I mean, one of the reasons why obviously the compelling need
for more health care dollars is why members of this committee, in-
cluding the chairman, fought so hard through a very arduous proc-
ess, because we know the need is there. This, in addition to the
other issues that everyone talks about, and I'm glad that the num-
bers are going down. But these doms work, and we did authorize
ten with the full expectation that they would be funded. So I hope
you will go back. And I would just say to my friends on the com-
mittee, we plan a series of oversight hearings on the homeless
issue. The good news, as you just relayed, of the numbers going
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down, but also what additional things we ought to be doing, again,
to end homelessness of our veterans.

Pursuant to Rule 11(i), the committee stands in recess pending
conclusion of the joint session of Congress, and then we will recon-
vene—my estimate is about 12 o’clock or so—with the next panel.

Thank you.

Secretary PRINCIPI. Thank you, Mr. Chairman, Mr. Evans.

[Recess.]

The CHAIRMAN. The committee will reconvene. And I would like
to welcome our next panel, the Independent Budget, which consists
of four veterans service organizations, the Disabled American Vet-
erans, the Paralyzed Veterans of America, AMVETS and the Vet-
erans of Foreign Wars.

Our first witness will be Mr. Joseph Violante, a disabled Viet-
nam veteran, who has been the National Legislative Director of the
Disabled American Veterans since July of 1997. A New Jersey na-
tive, Mr. Violante served with the 2nd Battalion, 4th Marines in
Vietnam and was discharged in 1972 with the rank of sergeant.
Mr. Violante was a practicing attorney in Thousand Oaks, Cali-
fornia, before moving to Washington, D.C. where he then worked
as a staff attorney for the Department of Veterans Affairs’ Board
of Veterans Appeals in 1985.

Joe also chaired the Veterans Appeals Committee of the Federal
Circuit Bar Association from 1992 to 1996.

We will then hear from Mr. Richard Fuller, who is the National
Legislative Director for the Paralyzed Veterans of America, or PVA.

Mr. Fuller graduated with a Bachelor of Arts degree from Duke
University in 1968. He served in the United States Air Force from
1968 to 1972, stationed 2%z years in Vietnam and Southeast Asia
as an air crew Vietnamese linguist with the Air Force Security
Service.

We will next hear from Mr. Rick Jones, who has been the Na-
tional Legislative Director of AMVETS since January of 2001.

Rick is an Army veteran who served as a medical specialist dur-
ing the Vietnam War era.

Rick completed undergraduate work at Brown University prior to
his Army service and earned a master’s degree in public adminis-
tration from East Carolina University in Greenville, North Caro-
lina, following military service.

And finally, we’ll hear from Mr. Dennis Cullinan, who has been
the Director of the National Legislative Service for Veterans of For-
eign Wars of the United States since 1997. He started with the
VFW Washington office staff in 1983 as a service officer trainee
with the National Veterans Service.

Prior to being honorably discharged from the U.S. Navy in 1970,
Dennis served as an electronics technician aboard the USS Intrepid
and completed three tours of duty in Vietnamese waters.

I'd like, Joe, if you could begin, we will go to each of our distin-
guished panelists.
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STATEMENTS OF JOSEPH A. VIOLANTE, NATIONAL LEGISLA-
TIVE DIRECTOR, DISABLED AMERICAN VETERANS; RICHARD
B. FULLER, NATIONAL LEGISLATIVE DIRECTOR, PARALYZED
VETERANS OF AMERICA; RICHARD JONES, NATIONAL LEGIS-
LATIVE DIRECTOR, AMVETS; AND DENNIS M. CULLINAN, NA-
TIONAL LEGISLATIVE DIRECTOR, VETERANS OF FOREIGN
WARS

STATEMENT OF JOSEPH A. VIOLANTE

Mr. VIOLANTE. Thank you, Mr. Chairman. As has been our cus-
tom in the past, each organization will testify on their section of
the Independent Budget.

On behalf of the Disabled American Veterans and its auxiliary,
I thank you for allowing us to present our assessment of the Presi-
dent’s fiscal year 2005 budget and to provide our own alternative
recommendations for resources and program improvements.

Mr. Chairman, after reviewing the President’s budget submis-
sion, I have a better understanding of the famous quote uttered by
Yankee great Yogi Berra when he said “it’s deja vu all over again.”
The FY 2005 budget submission is last year’s budget, only worse.
In an election year, it sends a chilling message about what our Na-
tion’s veterans, especially those disabled in military service, can ex-
pect in the future.

Again this year, the President’s budget submission contains few
legislative recommendations to improve, expand or add new bene-
fits for veterans. The budget recommends a cost of living adjust-
ment for compensation based on the projected 1.3 percent increase
in the cost of living, which will again be rounded down to the near-
est whole dollar. We urge Congress to discontinue the practice of
rounding down our COLA.

Again, the budget seeks legislation to deny compensation to dis-
abled veterans who suffer greatly from their service-connected post-
traumatic stress disorder and other mental disorders if they self-
medicate to escape the agony and develop secondary disability as
a result. We again urge you to send the administration another re-
sounding no in response to this request for unjust action.

I would like to thank the members of the committee whose ef-
forts successfully resulted in the passage of legislation to improve
and expand benefits for disabled veterans, including removing the
2-year limitation on accrued benefits and increasing grants for spe-
cially adaptive housing and automobiles and burial benefits. How-
ever, to remain effective for their purposes, these benefits must be
adjusted for increases in the cost of living and to address other
needed improvements.

Therefore, the Independent Budget continues to include rec-
ommendations for legislation to increase the amount of the auto-
mobile grant and the grants for specially adaptive housing and to
provide for an automatic annual adjustment for increased costs.

For substantive improvements to the insurance programs, the IB
recommends legislation to authorize VA to use modern mortality
tables instead of the 1941 mortality tables to determine life expect-
ancy for purposes of commuting premiums for service-disabled vet-
erans’ insurance, and to increase the maximum protection available
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under the base policy of service-disabled veterans insurance from
$10,000 to $50,000.

We are extremely concerned about the inadequate resources re-
quested for veterans’ benefits administration (VBA) in the Presi-
dent’s budget. The budget requests 829 fewer full-time employees
(FTE) for fiscal year 2005 than authorized at the end of the last
fiscal year, fiscal year 2003, and 540 FTE below the fiscal year
2004 level. We do not see how VBA can achieve enough produc-
tivity improvements to offset such a substantial loss of resources.

The budget also substantially scales back investments in ongoing
programs to modernize VBA’s essential information technology im-
provements. The IB recommends that C&P (Compensation and
Pension) Service be authorized 7,757 FTE for fiscal year 2005. Al-
though VA had initially projected that its workload would allow it
to draw down its FTE, those projections did not take into account
an additional 391,000 claims and an additional 52,000 appellate
caseload over the next 5 years VA now expects incidental to judicial
and legislative changes.

The President’s budget proposes 7,270 FTE or 487 fewer direct
program FTE for C&P services in fiscal year 2005 than in fiscal
year 2003. To aid in the accuracy and uniformity in claims adju-
dication and to achieve the greater efficiencies of modern informa-
tion technology, VA began its compensation and pension evaluation
redesign initiative during 2001. VA needs approximately $3.5 mil-
lion in fiscal year 2005 to continue development of this system, and
the IB recommends that Congress provide this essential funding.

To sustain current levels of performance with its projected work-
load, vocational rehabilitation and employment services needs to
retain the staffing strengths it had at the end of fiscal year 2003.
In addition, the Secretary’s VR&E task force team has made a
number of recommendations to improve voc rehab and employment
services for veterans and projected that approximately 200 addi-
tional FTE will be needed to implement those substantive changes.
The IB therefore recommends that Congress authorize 1,131 direct
program FTE for VR&E in fiscal year 2005.

Mr. Chairman, in closing, just let me say that we appreciate very
much what this committee has done in enacting many of the rec-
ommendations found in the Independent Budget over the last sev-
eral years, and we would hope that you will again find our rec-
ommendations meritorious and will shepherd legislation through
this year to adopt more of them.

Thank you. That concludes my statement. I'd be happy to answer
any questions.

[The prepared statement of Mr. Violante appears on p. 120.]

The CHAIRMAN. Thank you very much. Mr. Fuller.

STATEMENT OF RICHARD B. FULLER

Mr. FULLER. Mr. Chairman and members of the committee, as
one of the four veterans service organizations publishing the Inde-
pendent Budget, Paralyzed Veterans of America is pleased to
present the views of the Independent Budget regarding the funding
requirements of the VA health care system for 2005.

This is the 18th year PVA, along with AMVETS, Disabled Amer-
ican Veterans, and Veterans of Foreign Wars have presented the



49

Independent Budget, a policy and budget document that represents
the true funding needs of the Department of Veterans Affairs.

Mr. Chairman, we are becoming increasingly troubled by the
delays in enacting VA appropriations. For the past 2 years alone,
the VA health care system has had to struggle along at previous
year’s inadequate funding levels for nearly one-third of each year.
These delays directly affect the health care received by veterans.
This deplorable state further points to the importance of a manda-
tory funding mechanism for VA health care. But until that hap-
pens, we ask that this Congress move expeditiously to put nec-
essary funding levels in place by the start of fiscal 2005.

The Administration’s budget request for health care is a shocking
one, providing once again woefully inadequate funding levels for
sick and disabled veterans. The budget calls for only a $310 million
increase in appropriate dollars for the medical care account, a mere
1.2 percent increase over fiscal year 2004. This is the smallest
health care appropriation request of any Administration in nearly
a decade. Indeed, the VA Under Secretary for Health himself testi-
fied in this room just last year that the VA requires a 12 to 14 per-
cent increase just to keep its head above water.

In addition, once again we are faced by a request that relies too
heavily on budget gimmicks and accounting sleight of hand, rather
than on real dollars that veterans need. The Administration is
again resurrecting its user fee and increased co-payment schemes,
proposals soundly rejected by the House and Senate last year.

And once again, we see unrealistic management efficiencies uti-
lized to mask how truly inadequate this budget is. The VA must
be accorded real dollars in order to care for real veterans.

For fiscal year 2005, the Independent Budget recommends a
medical care amount of $29.791 billion. This amount represents an
increase of $3.2 billion over the amount provided in fiscal year
2004. The Independent Budget recommendation is a conservative
one. The VA health care system, in order to fully meet all of its
demands and to ameliorate the effects of chronic underfunding,
could use many more dollars.

The Independent Budget recommendation provides for the im-
pact of inflation on the provision of health care and mandatory sal-
ary increases of health personnel. It provides resources to begin
funding the VA’s critical fourth mission, to back up the Department
of Defense health care system. It provides increased prosthetics
funding and long-term care funding, and provides enough resources
we believe to enroll all Priority 8 veterans.

For medical and prosthetic research, the Independent Budget is
recommending $460 million. This represents a $54 million increase
over the fiscal 2004 amount, which was the committee’s rec-
ommendation last year as well in its views and estimates.

Sadly, the Administration has proposed cutting research, accord-
ing to our estimates and calculations, by $21 million. Accepting
this level of $385 million would set the research grant program
back 6 years to fiscal year 1999 levels.

I would like to add, based on the testimony earlier this morning,
that there seems to be some thought that by increasing indirect
costs that we could offset this particular cut. In actuality, indirect
costs don’t cover what this cut cuts. According to what we under-
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stand from VA sources, this reduction equates to eliminating ap-
proximately 500 clinical researchers. These are not only doctors
who are conducting research. They are also clinicians providing
care for veterans. This has a real impact in human terms.

In closing, the VA health care system faces two chronic problems.
The first is underfunding, which I have already outlined. The sec-
ond is a lack of consistent funding. The budget and appropriations
process over the last number of years demonstrates conclusively
how the VA labors under the uncertainty of not knowing how much
money it is going to get, but equally important, when it’s going to
get it. No Secretary of Veterans Affairs, no VA hospital director,
and no doctor running an outpatient clinic knows how to plan and
even provide care on a daily basis without the knowledge that the
dollars needed to operate those programs are going to be available
when they need them.

The only solution we can see for this is for this committee and
the Congress as a whole to approve legislation removing VA health
care from the discretionary side of the budget process and making
annual VA budgets mandatory. The health care system can only
operate properly when it knows how much it is going to get and
when it is going to get it. We look forward to working with this
committee in order to begin the process of moving a bill calling for
mandatory funding through the House and Senate as soon as
possible.

This concludes my testimony, Mr. Chairman. I'll be happy to an-
swer any questions you may have.

[The prepared statement of Mr. Fuller appears on p. 128.]

The CHAIRMAN. Mr. Fuller, thank you very much. Mr. Jones.

STATEMENT OF RICHARD JONES

Mr. JONES. Mr. Chairman, Mr. Strickland, it’s an honor to rep-
resent AMVETS before you in this magnificent hearing room. As
co-author of the IB, AMVETS is pleased to provide you with our
recommendations on the resources necessary to carry out a respon-
sible National Cemetery Administration budget for fiscal year
2005.

We note and appreciate your strong leadership and continuing
support. As they say on the campaign trail, you get it. You under-
stand. And as congressional champions, you help lead the country
on issues important to veterans and their families.

The National Cemetery Administration maintains more than 2.6
million gravesites on approximately 14,000 acres of cemetery land
while providing more than 100,000 interments annually. The VA is
scheduled to open new cemeteries in Atlanta, Oklahoma, Pitts-
burgh, Detroit, Miami and Sacramento. Also under legislation
passed last year, VA is directed to design and construct cemeteries
at six new locations in Philadelphia, Birmingham, Jacksonville, Ba-
kersfield, Greenville, and Sarasota, Florida.

Without the strong commitment of Congress and its authorizing
and appropriations committees, the VA would likely fall short of
burial space for millions of veterans and their eligible dependents.
It should be recognized that not only is the interment rate increas-
ing and the construction of new facilities accelerating, there are re-
pair and upgrades needed.
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The Study on Improvements to Veterans Cemeteries, a com-
prehensive report submitted in 2002 by VA to Congress on the con-
ditions at each cemetery, identified nearly $300 million in more
than 900 projects for gravesite renovation and repair.

The Independent Budget veterans service organizations rec-
ommend that Congress and VA work together to establish a
timeline for funding these projects based on the severity of the
problems. Volume 3 of the study describes veterans cemeteries as
national shrines, saying that one of the most important elements
of veterans cemeteries is honoring the memory of America’s brave
men and women who serve in the Armed Forces.

More than 30 years ago, Congress formally recognized veterans
cemeteries as national shrines. They stated: “All national other vet-
erans cemeteries...shall be considered national shrines as a tribute
to our gallant dead.” Moreover, many of the individual cemeteries
within the system are steeped in history. The monuments and
markers represent the very foundation of these United States.
These grounds represent a national treasure that deserves to be
protected and nurtured.

Unfortunately, the system has been and continues to be seriously
challenged. The National Cemetery Administration operation re-
quires continued adequate funding to ensure that NCA remains a
world class quality operation to honor veterans and recognize their
contribution and service to the Nation.

And the members of The Independent Budget recommend that
Congress provide, because the challenge ahead is so clear, $175
million in fiscal year 2005 for the operational requirements of the
National Cemetery Administration, for the national Shrine initia-
tive, and for the backlog of repairs. We recommend your support
for a budget consistent with the National Cemetery Administra-
tion’s growing demands and in concert with the respect due every
man and woman who wears the uniform. This is an increase of
nearly $30 million over current year requests—over next year’s
request.

Regarding the State Cemetery Grants Program, the funding for
the State Cemetery Grants Program, the members of the IB rec-
ommend $37 million in the new fiscal year. The State Cemetery
Grants Program has helped increase burial service for veterans, es-
pecially those living in less densely populated areas.

For example, this year the Independent Budget service organiza-
tions, as we all do, we expect fast track operations to open in Boise
and Kansas and Massachusetts and in the Tidewater area of Vir-
ginia. The Tidewater area, I might note, serves over 200,000
veterans.

To augment support for veterans who desire burial in state ceme-
teries or in their local communities or churches, the members of
the Independent Budget recommend a series of additions in the
current provisions of statute for burial. Among these is the plot al-
lowance. We would like to see the plot allowance lifted to $725
from the current level of $300. The plot allowance now covers less
than 6 percent of funeral costs. A series of other provisions are in
the Independent Budget.
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Mr. Chairman, this concludes my statement. I thank you again
for the privilege to present our views and I'd be pleased to answer
any questions you might have.

[The prepared statement of Mr. Jones appears on p. 135.]

The CHAIRMAN. Thank you very much, Mr. Jones. Mr. Cullinan.

STATEMENT OF DENNIS M. CULLINAN

Mr. CULLINAN. Thank you very much, Chairman Smith, Mr.
Strickland and Mr. Michaud. On behalf of the men and women of
the Veterans of Foreign Wars, I express our deep appreciation for
including us in today’s most important hearing. As has already
been mentioned, the VFW is responsible for the construction por-
tion of the VA budget, so I will limit my testimony today to that
area.

A historical overview of VA major and minor construction clearly
shows that since 1993, VA’s construction budget and annual appro-
priations for both major and minor projects continue to drop sharp-
ly to current low levels.

Most unfortunately, VA construction funding has been in steady
decline. In FY 1993, the combined total was approximately $600
million. However, by FY 2003, the total had decreased to only
about $300 million, and the budget we’re looking at today, the total
would only be about $200 million, excluding the money put in for
CARES.

VA'’s history low construction budgets the last 12 years is an ex-
plicit indication of poor stewardship of the system’s facility capital
assets. It also files in the face of a moral as well as statutory man-
date to provide for the short and long-term care needs of our most
seriously service-connected veterans.

The administration is once again proposing counting state nurs-
ing home beds as part of the long-term care capacity. We view this
as being a disgraceful attempt to circumvent both the letter and in-
tent of the law with a number of our most deserving and vulner-
able veterans suffering as a consequence.

We are all aware of the Price Waterhouse study that concluded
that VHA has significantly underfunded its construction spending
and continues to do so. The VFW and the other IB VSOs are con-
cerned that if the CARES implementation costs are factored into
the appropriation process, Congress will not or will not be able to
fully fund the VA system, further exacerbating the current obsta-
cles impeding veterans’s access to quality health care in a timely
manner.

It is our opinion that VA should not proceed with CARES mis-
sion changes and consolidations until sufficient funding is appro-
priated for the construction of the new facilities and renovation of
existing hospitals to take their place.

We acknowledge the administration’s proposal to provide CARES
with $524 million in FY 2005. But as was testified earlier today,
in fact $1.3 billion is needed for this to properly expedite this proc-
ess in 2005.

We view the administration’s proposal to provide only $3.7 billion
over the next 7 fiscal years to be totally inadequate.
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We are dismayed at the administration proposal to provide a to-
tally inadequate $97 million and $69 million for major and minor
construction respectively in FY 2005.

We and the other IB VSOs recommend that Congress appro-
priate $571 million to the major construction account for 2005. This
amount is needed for seismic correction, clinical and environmental
improvements, National Cemetery Administration, construction,
land acquisition and claims.

We also call upon the Congress to appropriate $545 million to the
minor construction account for 2005. These funds contribute to con-
struction projects costing less than $7 million. This appropriation
also provides for a regional office account, National Cemetery Ad-
ministration account, improvements and renovation in FA research
facilities, a staff office account and an emergency fund account. In-
creases provide for inpatient and outpatient care and support infra-
structure, physical plant and historic preservation projects.

The Independent Budget in fiscal year 2004, we cited the rec-
ommendations of the President’s Task Force to improve health care
delivery for our Nation’s veterans, the PTF. That report was made
final in 2003. To underscore the importance of this issue, we will
again cite the recommendations of the PTF.

In short, the PTF asserts that the VA must accomplish three key
objectives:

(1) Invest adequately in the necessary infrastructure to ensure
safe, functional environments for health care delivery;

(2) Right-size their respective infrastructures to meet projected
demands for inpatient, ambulatory, mental health, and long-term
care.

And finally, the third: (3) Create abilities to respond to a rapidly
changing environment using strategic and master planning to expe-
dite new construction and renovation efforts. Clearly, the adminis-
tration’s proposed budget for fiscal year 2005 is inadequate to this
task.

It has been suggested that the VA medical system has vast quan-
tities of empty space that can be cost effectively reused for medical
care services. Due to a number of factors, including age, location,
lack of ability to properly configure these properties, this proposal
simply is not viable.

VA should perform a comprehensive analysis of its own excess
space and deal with it appropriately. Some of this space is located
in historic structures that must be preserved and protected. Some
space may be appropriate for enhanced use, others may not.

Mr. Chairman, I'll simply conclude by expressing the fact that we
are once again mystified that this budget would preclude the ex-
penditure of any funds for four emergency preparedness centers
that were authorized last Congress. We simply can’t understand it.
And with that, I'll conclude.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Cullinan appears on p. 144.]

The CHAIRMAN. Thank you very much, Mr. Cullinan. And thank
you all. I think the Independent Budget has been a very valuable
source of documentation, gives us a blueprint from very knowledge-
able sources—yourselves. I actually read and study the Inde-
pendent Budget.
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I think the 113 pages that make it up this year really provide
us a reliable database that rivals the VA itself in terms of their
forecasting capabilities. So I want to thank you for the many rec-
ommendations that you make in it.

You know, there are some organizations in other areas of juris-
diction on this Hill that say we want this or we want that, but very
often, there’s a threadbareness to it in terms of the justification.
You tell us things very often that make us scratch our heads and
say, we should have known that. And the VA very often also is en-
lightened about what may be going on under their own jurisdiction
that they were not aware of.

So the Independent Budget is a very, very valuable source, and
I want to thank you for spending the time and the effort and the
expertise to give us the wisdom that it provides. Like I said, it’s
a blueprint. Last year we used it, the VA’s forecasting model and
other sources, and our own independent analysis as well. We came
out with recommendations that were in the end very close to what
you were recommending, and that became our marching orders, if
you will, as a committee in a bipartisan way to make our case to
the rest of the Congress as to why VA health care spending in par-
ticular needed to be ratcheted up significantly.

I would also encourage you, and I know you do this, but I would
encourage my colleagues as well, as I will do throughout the next
few months, to take the time to read this document or at least read
portions of it. You know, we do rely on the division of labor that
Congress affords through the committee system, but there are
many people in very important gatekeeper positions who need to
take the time to read this and to become aware of its comments.
Because you're not crying wolf. You’re not suggesting the impos-
sible. You are I think right on the money in terms of what is need-
ed for our veterans.

You know, I was very happy to hear our Secretary, Secretary
Principi, earlier in the hearing talk about the needs of veterans. He
related to us that he had asked for an additional $1.2 billion, which
did not make its way into the final product. That’s for real vet-
erans’ services, health care services that will go unrecognized and
unprovided for if we do not provide that.

And then if you factor in some of the other items, like the $250
enrollment fee, the increases in co-pays for pharmaceuticals, which
we did not enact last year, and for good reason. That too has a
price tag that I think needs to be put over on the appropriated dol-
lars side. So we will make our best case, I can assure you, using
the very valuable information you have provided.

Mr. Violante, you mentioned deja vu all over again, the Yogi
Berra statement. Well, I would use another one of his statements
when he said it ain’t over till it’s over. This committee, again, I
think plays a very valuable, sometimes not appreciated role in ad-
vising our colleagues, admonishing our colleagues, taking actions
on the floor and everywhere else in between to say this is a real
number. These are real men and women who if we don’t provide
these resources, they will not get the care that they are entitled to
and deserve.
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You know, you haven’t asked for the moon. You've asked for
what’s needed. And I can assure you, I and my colleagues will try
our level best to do just that.

I just don’t really have any questions. I mean, one of the nice
things about your presentations, both your oral and your written,
and then the Independent Budget itself, is that it’s comprehensive.
It has much girth to it, and, you know, I'm very appreciative for
that.

One of the things that I was concerned about in the testimony
today was the $800 million carryover. You know, the Senate was
a little slow, as we all know, in getting their final product, voting
on the appropriations bill. We weren’t as slow but we weren’t as
fast as we would all like. But that shouldn’t be, I don’t think, a pre-
text for taking those appropriated dollars and punting and putting
them into 2005. They’re for 2004, and they ought to be used for
2004 to meet the gap that exists. So I can assure you that we will
be looking to make sure that that’s not used as a filler as we move
forward into 2005.

And I thank you, Mr. Cullinan, for mentioning the emergency
preparedness centers. I am baffled in the extreme how a bill that
passed in a bipartisan way, I was the prime sponsor I'm happy to
say, but it was a bipartisan bill that established these emergency
preparedness centers, centers of excellence, to look at the radio-
logical, biological and chemical weapons that very possibly could be
used against our men and women in uniform, and by extension, ci-
vilian populations.

And I can tell you without any fear of contradiction, after we had
our hearing, at which we saw that there was an overwhelming
need for those kinds of centers, that when anthrax hit my own dis-
trict in Hamilton Township, we were woefully unprepared, and I'm
not convinced that we are any better prepared today.

Yes, we've moved the ball a little bit, but we need every level of
government, and the VA has been sterling in its centers of excel-
lence, whether it be for battlefield injuries or spinal cord injury. We
need to allow the good people at the VA working in concert with
NIH and others to take the lead on this, because we’re not as pre-
pared as we might think we are. And to say that bioshield or some
other piece of legislation automatically covers it just isn’t true.

And I would also remind my colleagues, we had a floor vote on
this. There was a bar in the appropriations bill when the VA-HUD
bill was on the floor that said none of these funds shall be used
to implement this legislation and this law. I offered the amend-
ment, and it got well in excess of 300 votes in favor of stripping
out that bar. And I think this is the second year in row, and like
I said, I'm baffled in the extreme. We have asked the VA to weigh
in on this, and I would hope that the appropriators would not seek
to do that again next year.

Because if this does hit, if there is a problem relating to radio-
logical, biological or chemical and we didn’t do all that we could
possibly do, there’s an accountability issue here for those who said
we shouldn’t have these centers of excellence. Nobody can say to
me with a credible face, with a straight face, that we’re doing too
much in the area of research into what those terrible agents can
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do and will do if they’re ever used against our men and women in
uniform or the civilian population.

We’ve only done the tip of the iceberg, and this wasn’t the pan-
acea or the fix. This was part of a concerted effort to lessen our vul-
nerability on this score. So we’re going to push hard on that, and
I plan on having a hearing as well in this committee to look at bio-
shield and other laws to see what gaps remain. Because this is a
modest amount of money. We authorized $20 million each year
over 5 years.

We know for a fact that the VA was ready to go out and roll that
out. They had a number of VA hospitals, research, including one
in my state, Florida, all over, who were ready to go to put in their
submissions and try to procure some of this money or to obtain
some of this money to get down to the basic research. So again, I'm
very discouraged but will not give up in trying to get those addi-
tional dollars.

But again, I thank you, the Independent Budget and all of you
with your expertise give us a tremendous opportunity to do good
for our veterans with facts, figures, and it’s an excellent product.
And I wish that every member of Congress and every member of
the United States Senate would read it.

I yield to Mr. Strickland.

Mr. STRICKLAND. Thank you, Mr. Chairman. And, Mr. Chairman,
I would like unanimous consent that all members would have 5
legislative days to revise and extend their remarks.

The CHAIRMAN. Without objection.

Mr. STRICKLAND. Thank you, sir. Thank you, gentlemen, for
being here. Before I ask a question related to your specific testi-
monies, I'm going to go back to something that happened a little
earlier this morning when I was asking Secretary Principi regard-
ing the gag order.

And after that meeting, Laura Miller, who had issued the memo,
came in, and I don’t want to be critical of Mrs. Miller. I've known
her for a long time. She served in Ohio before coming to Wash-
ington, and I have a great deal of respect for her capabilities. But
she indicated to me that there is a difference between marketing
and outreach. And I indicated to her that I was going to go back
and get a dictionary and try to, you know, distinguish the dif-
ference in the meanings.

But the bottom line is, the policy of the VA is for one purpose,
and that is to limit the number of veterans who are coming in for
services. That’s the only reason for such a policy. And I simply said
to her, why don’t you just rescind the memo then if you’re doing
all of these things—health fairs, meetings, news releases, other
publications and so on—just rescind the meeting?

Now I've joined with the Vietnam Veterans of America, and we
have instituted legal action against the VA. It was a last resort. It
occurred after I had written the President, I had written the Sec-
retary, I had met with the Secretary. We had discussed in detail.
This policy is offensive to me. It is offensive that we would have
a policy for the specific purpose of limiting the number of veterans
who become aware of VA services and consequently come in to re-
ceive services they are legally entitled to receive.
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Having said that, I'll move on to this question. The VA has ex-
pressed a desire to transfer some $400 million from VA medical
care to the CARES investment fund in this fiscal year as was au-
thorized in the omnibus appropriations bill. And I would just like
for each of you to tell me how you respond to that, if it’s something
you agree with, disagree with, or have concerns about.

Mr. FULLER. Congressman Strickland, let me respond to that by
saying that we were rather concerned about that, to say the least,
last year when the appropriation was going through. I think you
all are aware and were very much involved in the long, hard battle
that we got starting just a year ago when the Administration came
in with its request. We had to go to the budget committees and the
budget process and the allocations and the appropriations process
in the House and the Senate as we do every year. That was a long,
hard fight to try to get that budget for this year bumped up, and
particularly in the medical care side.

Then, all of a sudden, to see $400 million of that long, hard-
fought for money now going to subsidize another program that was
already underfunded, the VA construction program, we became
quite concerned about that. Our concern about CARES has always
been that the “E” in CARES stands for enhancements. If CARES
is designed to improve services for veterans, there’s going to be a
price tag on that. The CARES report itself says this price tag is
somewhere in the neighborhood of $4 or $5 billion to be spent over
some unknown period of time in the future.

If that’s to be the case, then we want to see the real dollars put
into the VA construction budgets on a yearly basis to plan, build,
construct and design these new and better facilities. We should not
try to rob Peter to pay Paul by siphoning this cost out of already
short medical care dollars.

Mr. CULLINAN. Mr. Strickland, I would just add to that that cer-
tainly this situation certainly illustrates the problem with the cur-
rent funding methodology or when it doesn’t work right. The rea-
son that that money is there is the appropriation was made, I
think it was almost 5 months late, and that’s a travesty.

As was said earlier, money for a given fiscal year should be spent
within that fiscal year, but if you get it 5 months late, that’s not
going to work out. And that’s a real problem.

Mr. VIOLANTE. And DAV also has concerns about that transfer
of those funds. I mean, theyre there for a specific purpose, and
they’re not being used for that purpose.

Mr. JONES. Mr. Strickland, regarding the $400 million transfer,
put it in context. You have a projected $800 million carryover. If
you took the $400 million out of medical care, replaced it with what
you project to be carryover, you then have $400 million remaining,
if 'm correct, $800 million minus 400 is $400 million.

If you then took the average cost of serving a priority veteran at
$2,500, which the VA says is about right, and divided that into the
$400 million remaining, you could do two things. You could shift
the funds, take care of CARES. You could replace the funds out of
the 800 carryover, and you could open VA to Priority 8 veterans.
You could serve 167,000 veterans with the remaining $400 million.
So were concerned about $400 million, but we’re more concerned
about the carryover. If you're going to transfer $400 million out of
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medical care into CARES, what are you talking about with the
carryover?

Mr. STRICKLAND. I want to thank each of you. I'm sorry we don’t
have more time, but we have additional questions, and maybe we
can either submit them to you or have an additional round of ques-
tioning. Thank you. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you. Mr. Bradley.

Mr. BRADLEY. Thank you very much, Mr. Chairman. I have noth-
ing at this time.

The CHAIRMAN. Mr. Michaud.

Mr. MicHAUD. Thank you, Mr. Chairman. I want to thank the
VSOs for all that you've been doing for our veterans, and especially
I want to thank you for this Independent Budget. It definitely is
a document I definitely read, and it is very helpful and it really
puts things in perspective, and that’s part of the problem I had ear-
lier today with the Secretary’s remarks when you talk about
percentage.

And, yes, we have increased the budget by a certain percentage.
But when it’s inadequately funded in the first place, number one,
but when you actually look at the real dollars and the effect that
it’s having, I think that tells another whole story. So I do appre-
ciate all that you’ve been doing to help keep this committee in-
formed of what’s happening.

And when you look at the carryover issues, the dollars and be-
cause of the lateness of the budget when it passed, it leads me to
believe that the only way we’re going to ever solve this problem is
for mandatory funding. And I think it’s an area that hopefully the
committee will continue to work in a bipartisan manner to try to
put forward that guaranteed funding so that we’ll not have to deal
gith this issue year after year, which we definitely should not be

aving.

So I don’t have any questions at this time, Mr. Chairman, but
I do want to thank the VSOs for everything that you have done as
it relates to veterans.

Mr. FULLER. If I might say, Mr. Michaud, we have provided a
copy of the Independent Budget, a pre-release copy for all members
of the committee. The published document with the Administra-
tion’s numbers will be back from the printer next week. In the
meantime, it is online and it has its own web site, which is
www.independentbudget.org. Independentbudget is one word.

Mr. JONES. Is that dot org?

Mr. FULLER. Dot org, yes. That’s my commercial for the day.

Mr. MicHAUD. Thank you.

The CHAIRMAN. Mr. Bradley.

Mr. BRADLEY. Yes, and I apologize to the members for not thank-
ing them for being here and looking forward to working with you
to make sure that we take care of America’s veterans. I didn’t have
any questions at this point in time. Got a lot of reading to do and
look forward to working with you, as I said. Thank you.

The CHAIRMAN. Thank you. Dr. Snyder.

Dr. SNYDER. Thank you, Mr. Chairman. And I apologize. I got
kind of confused on the schedule, Mr. Chairman. I had to run to
another meeting and went back to my office. It was getting close
to eleven, and you all just kept going right on through the session.



59

And so I thought, well, I'll—anyway. You actually, the Spanish, our
Spanish leader and friend finished before this hearing finished. So
I got confused.

And I've got to go the Armed Services at one, but I was—and so
you've all probably talked about this some, but really I think Sec-
retary Principi is a fine man. I think we’re lucky to have him. And
of course one of his qualities is his candor, and so somebody asked
him, well what did you ask for from OMB? And we’ve gone years
here without having anyone tell us what they asked from OMB,
and he said I wanted $1.2 billion more. Well, there it was right
there. So we're going through all these gyrations. What’s the bot-
tom line? Secretary Principi, who I—he doesn’t strike me as a
budget padder. He doesn’t strike me as somebody who would build
in stuff in that budget that they can cut away and have OMB cut
out fluff or something. He looks to me like he’s a straight shooter.
I suspect he shoots straight with OMB. And he said he wanted $1.2
billion more. And the reason I don’t think he’s padding his budget
is when I look at that research number. They cut $50 million. I
mean, that’s real money. That means there’s somebody out there
that’s doing research right now that’s not going to get funded in
another year.

So I think that’s a problem. During the break, I went—and I also
heard Secretary Principi gave very eloquent testimony while I was
in my office watching this, talking about research. He talked about
having met with Vietnam veterans with prosthetics. I'm sure you
all heard that, were in the room when you heard that testimony.
I mean, he clearly gave a very strong case. I think he talked about
a center for excellence and prosthetics and a need for additional
money in research on prosthetics. And a number—he said in the
hundreds of amputees we have from the current war.

So he just made a very strong argument for wanting to have a
good research number. But it tells me that by him having to cut
that $50 million in the research budget, he was not padding that
budget that went to OMB. So I think $1.2 billion—we may just
want to make a motion, Mr. Chairman, we add $1.2 billion and all
go home and just trust Secretary Principi.

But one of the things they were talking about was, well, we can
get this money from NIH, which I think is just really strange.
We've fought this fight before. It’s not going to work. And frankly,
that doesn’t have anything to do with VA’s responsibility to prop-
erly funding research.

But during the break, I found out NIH’s budget went up 2.6 per-
cent. So my guess is, they don’t feel like they’re rolling in tall cot-
ton this year with a lot of extra money, you know, just keeping
pace with inflation, and because it’s medical research, you can’t
take the normal inflation rate, because a lot of it does get caught
up in this 8 percent or so of medical research.

And the DOD, the basic research budget is down 4 percent. Now
basic research is your basic sciences, not medical. But my point is,
we've got a problem in our—I think throughout the budget, and
have had for a while, except for NIH, of research being cut. But
this was really brought home in this budget today I thought. That
the Secretary didn’t get $1.2 billion. He had to find things to cut.
And when you start cutting research dollars when we've got, you
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know, some real challenges out there for our veterans in their
health care and the special needs that they have. This is down to
the bone now on some of those line items. So that was just my com-
ment I wanted to make. If you all have any comments about that.

Mr. JONES. May I just give a quick comment? If you take the
Secretary’s request, $1.2 billion, add to that the $1.2 billion he said
he asked OMB for but did not get. And then remember there’s an
$800 million carryover. Adding those together, you come up exactly
to what the IB is recommending for the next—for fiscal year
2005—$3.2 billion increase.

Mr. FULLER. Dr. Snyder, we are also very concerned about this
research cut. We've never seen anything like this being proposed
in recent history, if I recall, at all. At the magnitude of a $50 mil-
lion cut, we went back and looked at the record. That amount
would bring VA research back to about the 1999 level.

There was a lot of discussion this morning with the Secretary
and others on the fact that if we were only able to get this indirect
cost from NIH, this could offset the cut here. That’s not the case
at all, because the indirect costs are totally apart from cutting $50
million out of the direct grant program of the VA. We understand
that reduction equates to losing about 500 clinician researchers lost
to the system not only performing research, but also providing clin-
ical care for veterans at the same time.

I find it difficult to believe, and it’s very admirable that we want
to set up a center of excellence in prosthetics. I think that’s a mar-
velous thing for the VA to do. VA has been in the past a leader
in prosthetic research. But how do you start these new initiatives
if you're cutting the research budget by $50 million in one par-
ticular year? I think they don’t quite match the intent and the re-
ality of their budget proposal.

Dr. SNYDER. My understanding is that, Mr. Chairman, that
somebody had asked and the Secretary said that he would provide
us with his—what he had asked for specifically in that $1.2 billion.
It will be interesting to see what his number, what his requested
number is. I suspect it’s more than $50 million. I suspect it’s just
an inflationary increase. But I think probably it’s more than just
$50 million that got cut out of his budget request. I'll bet it’s closer
to 65 or so.

But I appreciate you all for being here and appreciate the work
you put in on this. And I think we ought to keep talking about this
research issue, because this has got ramifications throughout our
budget, not just for health care on the DOD side in terms of how
we fight future wars and how we take care of our men and women
in uniform before they become veterans. And if we keep cutting re-
search all across the budget or don’t fund it properly or don’t take
advantage of the opportunities out there in science and technology
for research, we do a disservice to the American people.

Thank you.

The CHAIRMAN. Thank you very much, Dr. Snyder. Just to am-
plify a little bit from the budget submission, that 499 FTE that
would be lost if that budget cut were to go through, when you real-
ly start breaking it out, you see what damage that potentially could
do in the biomedical laboratory science research, we would lose 85
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people; health services research, 17; rehab research, 21; clinical
science research, 26 people; and in medical care support, 350.

So it’s a very significant number to drop or decline. So I thank
you for your questions along that line. Yes, Doctor?

Dr. SNYDER. Just a final comment. And I appreciate your interest
in this issue. It’s something, you know, I had my own health prob-
lems this year with surgery and all, but.

The CHAIRMAN. You're looking great.

Dr. SNYDER. Yeah, thank you very much. But, you know, every
family has somebody that has medical things. So we all—we spend
a lot of time talking about access to care and paying for medicines
and transportation to doctors and all that.

The bottom line is, you know, we’re all still young enough. Think
what health care is going to be like 30—I'm planning to be here
40 years from now. But we’ve got some real opportunities to pro-
long life and the quality of life, but it doesn’t come for free. And
I think the American people somehow think it’s not just enough
that we have a good looking VA building like we do in Little Rock
and we have it staffed. What we want is as years go by that what
happens in there gets better and better and better.

And so, you know, paralysis. I mean, who knows where we’ll be
30 or 40 years from now with regard to quadriplegia. Maybe it will
be a curable disease. It won’t be if we don’t put the money into it.

Thank you.

The CHAIRMAN. I agree. You know, speaking for myself, I think
this cut is totally unwarranted and counterproductive because
every dollar we spend in research is needed, and we've seen this
with the NIH and other monies that we expend. You almost can’t—
there’s no overload capacity in cancer research, and especially in
medical care for our veterans. There are horizons that have not, or
challenges that have not been met. So hopefully we can restore
every dollar of that. Let me just ask a couple of follow-up questions
or just make points. Mr. Jones, you had commented on older VA
cemeteries. As you probably know, our staff visited the TOGUS
main cemetery a year ago. It was closed in 1954. The conditions
were unacceptable. I wrote to the Secretary, and he immediately
moved to try to rectify the situation. And what should the VA be
doing to restore those older VA sites, if you could respond to that?

And I would just also, to Mr. Cullinan, as you know, we passed
Public Law 108-170, which was the first in a number of years, VA
construction budgets as part of the health care initiative or health
budget, that provides $276 million for eight named projects, $86
million for five advanced planning projects, which will carry addi-
tional dollars if the planning goes as we anticipate, and authorizes
studies in four additional areas, including in the State of New
Jersey.

The third time’s the charm. We had passed previous bills that
died in the Senate. I remember H.R. 811, which provided $550 mil-
lion over 2 years. We thought that, you know, was warranted.
CARES was used as a pretext to say wait until they do their work
on CARES before we do this seismic and other construction ad-
vancements, and it never went through.

Mr. Moran had a bill that we did as well, passed the House, un-
fortunately died in the Senate. So this one finally was passed. You
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may just want to comment further. Because I'm afraid that if
CARES gets delayed or perhaps if anything goes forward, some of
these very important projects will again be put on the back burner,
you know, delay is denial.

Mr. CULLINAN. Mr. Chairman, our observation has been that
CARES is being used as a justification, as an excuse to bring con-
struction basically to a halt in VA, period. And it’s certainly mani-
fest in the President’s budget submission, what they would provide
for actual, you know, major or minor construction projects.

CARES has become a block, a barricade to proper construction
projects, proper renovations, our concerns about seismic defi-
ciencies, all of these things have been brought to a halt by CARES.
And one has to question how long it’s going to take for CARES to
go forward to any extent.

There’s not enough money being provided or being offered by the
President to really pull it off in the upcoming fiscal year. There
seems to be an ongoing delay in the presentation of the study. The
Secretary indicated earlier he expects to get the CARES study Feb-
ruary 12, I believe he said, and then they’re going to look at it for
another month, and then maybe it’s going to come to light. And one
might suppose that, you know, election year politics could provide
another barrier.

We'’re very, very concerned.

The CHAIRMAN. Mr. Jones?

Mr. JONES. Yes, sir. Critical projects have been identified and as-
sociated with the National Shrine Commitment initiative. These
projects include gravesite renovations, headstone alignment, repair
of roofs, drives, parking lots, walks, buildings, statues, memorials
and all related projects.

This is the answer to care for older cemeteries, those cemeteries
that are no longer open. If we are to have a commitment to the Na-
tional Shrine initiative, we need to ensure that it’s a priority. To
get the job done, we need to have priority funding for the National
Shrine initiative. I think that’s essential, to answer your question,
and the question of others who visit these shrines and recognize
what service has been given to this country and the debt we owe
so many people who have gone before us.

The CHAIRMAN. Ms. Davis?

Mrs. Davis. Thank you, Mr. Chairman. I know in your testimony
you talk about the loss of budget dollars, and I'm just wondering,
and you probably have addressed this, one is the real con-
sequences, and I think, Mr. Fuller, you speak to the consequences
in the budget to our military families. I wonder if you wanted to
just elaborate on what you think those consequences would be.

And Mr. Violante, I just wonder, thinking—you mentioned the
trend, that the trend is in your estimation is gong the wrong way,
what we would anticipate 5 years from now. Where do you see the
real impact to be, judging on the gaps in this particular budget?
Either one, Mr. Cullinan or

Mr. CULLINAN. Could I? I could speak to that in budgetary terms,
and it’s a thought that kind of clarified in my mind when I was
listening to Mr. Buyer speak earlier. A number of years ago, we all
fought to get to allow VA to collect and retain third-party collec-
tions, the idea being, at least among ourselves and our friends here
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in Congress, that these dollars would be used to augment the sys-
tem, to supplement appropriations. Of course, we all understood
that there’d be some shifting. Obviously there would be some
shifting.

But for 2005, we’re presented with a budget, depending on
whether you use the traditional methodology or the new method-
ology, where collections represent five to six times as much as the
appropriation support. That’s not augmenting appropriations,
that’s supplanting them. And if that trend continues, we’re in a
horrible situation, both ethically and in practical terms. The money
is not going to be there to sustain the system.

There is language in the President’s 2005 budget which basically
mandates that dollars be spent on Categories 1 through 6 before
7’s may be addressed, as long as 1 through 6’s needs are properly
attended to, whatever that means exactly. Once again, that’s a
dangerous situation. Sevens, which should be designated as 5’s in
our mind anyway—they don’t really make all that much money—
could suddenly be pushed out of the system.

There is the tendency again. We could have a system in a num-
ber of years that would be hard put to properly provide for the vet-
erans that it does serve, and those veterans that it would be al-
lowed to serve would be drastically diminished. I guess that’s my
gravest concern.

Mr. FULLER. I'd just like to reiterate one point. It appears that
every time OMB or an Administration is facing a budget deficit or
problems or doesn’t want to spend the money on veterans’ health
care, then they recommend another increase in a user fee or a co-
payment or raise this charge or that charge, which gathers in a lot
of money, but it’s also very, very painful for veterans.

Last year when we saw these same co-payments and user fees
raised, we brought in an example of a PVA member who relies on
the VA health care system for his specialized services and requires
a lot of stuff, a lot of supplies, a lot of equipment, a lot of health
care. We gauged what he was paying now and what he would be
paying under the new system, and it just about tripled it. It went
into the thousands of dollars. These are people who are not nec-
essarily affluent, but who, when they rely on the VA health care
system, have to make a choice of whether they’re going to spend
that money or go without the health care itself. That’s the real
concern.

Mrs. DAvis. What we think about as the benefits couldn’t be cut
in half or even greater than that in the future, and that might be
a picture that we don’t want to paint.

Mr. FULLER. Well, I think we also have to face the fact that we
have a chronic problem in VA health care system now—waiting
times. The reason people have to wait a long time is because there
isn’t enough staff to be able to actually staff the clinics to push peo-
ple through on a timely basis. And where do you get staff? You get
staff from adequate budgeting. Not only the amount of budget you
get, but also when the VA gets that particular appropriation. That
has become a problem as well.

Mrs. DAvis. Thank you. Is there anything else in particular? I
know always in a hearing there’s that feeling when you leave, oh,
I wish I would have. Is there anything that wasn’t in your testi-
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mony that you haven’t had an opportunity to answer and you real-
ly would like us to leave here focused on that particular issue?

Mr. FULLER. If I could just raise a topic which I didn’t dwell very
much on in my testimony but which was also raised here I believe
briefly is the really serious reductions and cuts in the number of
nursing home beds that are in this particular document.

I mean, this is really shocking.

Mrs. Davis. It’s about 5,000. Is that the number you have?

Mr. FULLER. Yes. One of the historic functions of the VA going
way back was long-term care and domiciliaries and housing. It’s
very clear to us that the VA just wants to abdicate this mission
and then push people off into either Medicaid or state homes or
other state programs.

From PVA’s standpoint, home and community-based services are
the most humane way to deal with a long-term situation if the
home is adequate and the help is adequate at home. The level of
care is appropriate for the patient. But, home and community
based care cannot really be a substitute for all types of long-term
care services. You need nursing homes. You need the ability that
the VA has.

Historically, VA nursing homes have been better staffed, better
equipped, with higher skills than what you could possibly find in
the private sector. They are able to take extraordinarily complex
patients, such as ventilator-dependent patients and people with
very high levels of chronic dementia. We would just hate to see the
VA lose this expertise in caring for the aging veteran.

Mrs. Davis. I appreciate that. Thank you. I know I raised that
issue earlier today as well.

Mr. VIOLANTE. Congresswoman Davis, one thing that really sent
the message home to me when the VA briefed us on the budget was
dealing with the COLAs. And for their employees in 2004, they pro-
jected a 2 percent COLA. They wound up with a 4 percent COLA,
and that meant that on the health care side, it cost VA hundreds
of millions of dollars to make up that difference in the COLA. That
came out of our health care. On the benefits side, it was about $30
million. This year they’re projecting a 1.5 percent increase for their
COLA. So if you’re going to give them more, you might want to fac-
tor in some additional money to do that so it doesn’t have to come
out of the program funds.

Ms. SNYDER. Thank you very much. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Ms. Davis. And if I could, Mr. Fuller,
and I'm sure you've seen the VA’s numbers. I agree with you. As
a matter of fact, we had a hearing last week focusing on the long-
term health care crisis and the fact that we’re not meeting our
needs, that the Millennium Health Care Act passed just a few
years ago was designed to put in a floor, not a ceiling, and certainly
a floor now that has been breached if this proposal were to go
through.

While we’re happy that the VA suggests that the state home
nursing will rise 30 percent from 14,674 to 19,010, I agree with you
that the VA itself should not see a 37 percent decrease, which is
in their data, from 13,391 to 8,500. Yes, there’s a big push towards
noninstitutional care. An 84 percent increase year over year is
what they’re suggesting here. But as you pointed out, that’s not ap-
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plicable in all cases, and there are so many cases, as we all know
from our own personal experience—from our grandparents and oth-
ers—that works, but only in a limited set of circumstances.

Last year we fought very hard to ensure that the proposed 5,000
decrease in VA nursing home beds would not happen. I can assure
you we will do the same thing this year. Mr. Strickland.

Mr. STRICKLAND. Mr. Chairman, I don’t have any questions, but
I'm just sitting here, you know, the more this budget becomes ex-
posed, the more bizarre this becomes. I mean, we are in the middle
of a war. We’re talking about going to Mars. And we’re talking
about cutting 5,000 beds out of long-term care for veterans. And
this budget is unrealistic. It’s not going to happen. We’re not going
to impose those co-payment increases. I don’t think—I don’t think
Republicans or Democrats either one in this House is going to ac-
cept that. And I don’t think they’re going to accept the $250 user
fee or whatever it’s now being called.

And this budget is based upon the assumption that that’s going
to happen. So not only are we short to begin with, based upon most
of what I think all of us in here believe, you know, if these pro-
posals don’t take place, we're going to be even shorter.

And if T can just say one thing about the research. I got a call
from a colleague this summer during the August recess. This col-
league said to me, you know, I’'ve been thinking about this VA sys-
tem. You know, why don’t we just get rid of the VA health care sys-
tem? And why don’t we just let people, you know, go to the Cleve-
land Clinic or wherever they want to go get their health care? I
think we could save a lot of money.

He said, you know, I think I'll as the GAO to do an investigation
of this to just tell us how much money we could save. And I'm
thinking, go right ahead. In fact, I said to him, go right ahead.
Why don’t you do that? Because I think what he’ll find out is we
wouldn’t save money. The VA is efficient in providing the kind of
services it provides.

And one of the things that I am most proud of when I talk to
people about the VA system and why it should be preserved is the
research that goes on. Christopher Reeves has made whatever
progress that he’s made in significant part because of research that
took place at the VA facility in Cleveland, Ohio. Breast cancer re-
search that’s gone on in the VA. I mean, this is a jewel. We should
be so proud of this research effort, and we should just commit our-
selves to protecting it.

So I just wanted to say that. Mr. Chairman, I know where you
are on all of these things, and so, you know, because sometimes I
feel like 'm kind of preaching to the choir so to speak, especially
when we talk to each other in this room. But these are important
things. And I just want to—I want to thank you. Keep up the fight.
I think the fact that you are unified and this is a unified effort put
forth by the various VSOs gives it great power.

Thank you very much. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much. I want to thank our very
distinguished panel again for the great work you’ve done past,
present and I know in the future going forward. Your presentations
today were very enlightening and very helpful.
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Thank you. I'd like to ask our final panelists, group of panelists,
panel number three, to be seated, and beginning with Mr. Peter
Gaytan, who is the Principal Deputy Director of the Veterans’ Af-
fairs and Rehab Division for the American Legion.

He attended Wesley College in Dover, Delaware where, Mr.
Gaytan earned a B.A. in political science. He also is a graduate of
the Defense Information School of Fort Meade, Maryland.

Mr. Gaytan entered the U.S. Air Force, and after completing ini-
tial training, served as Military Protocol Liaison with the 435th
Airlift Wing at Dover Air Force Base in Delaware. In addition to
his active duty service, Peter served 6 years with the 5412th Airlift
Wing, U.S. Air Force Reserve, as a public affairs specialist.

Next we’ll hear from Mr. Richard Schneider, who is the National
Director of the State/Veterans’ Affairs Non Commissioned Officers
Association.

Mr. Schneider has a Bachelor of Science degree from the Univer-
sity of Southern Colorado and a master of arts from the University
of Northern Colorado.

Mr. Schneider served in the United States Air Force from August
1957 to September of 1990. He retired at the grade of chief master
sergeant.

Next we’ll hear from Colonel Robert F. Norton, U.S. Army (Re-
tired), who is co-chair of the Veterans Committee for The Military
Coalition. When he wears his other hat, he is the Deputy Director
of Government Relations for the Military Officers Association of
America.

After earning his undergraduate degree, he enlisted in the U.S.
Army as a private and was commissioned as a second lieutenant
of infantry after completing officer candidate school. After a tour of
duty in Vietnam as a civil affairs platoon leader with the 196th In-
fantry Brigade in I Corps, he transferred to the Army Reserve and
taught school at the secondary level.

Colonel Norton served in various staff positions with the 356th
Civil Affairs Brigade, U.S. Army Reserve, until he volunteered to
return to active duty in 1978. He served two tours in the Office of
the Secretary of Defense. He finished his career as Special Assist-
ant to the Principal Deputy Assistant Secretary for Defense, Spe-
cial Operations/Low Density Conflict, and retired in 1995.

Next we will hear from Master Sergeant (Retired) Morgan D.
Brown, who is also a Co-Chair of the Veterans Committee for The
Military Coalition. Mr. Brown also serves as the Legislative Assist-
ant for the Air Force Sergeants Association. He entered the United
States Air Force and completed Basic Military Training, Law En-
forcement Specialist Training, the Military Working Dog Patrol
Dog Course, all at Lackland Air Force Base in Texas.

He held various positions during his time in the military, includ-
ing Law Enforcement Patrolman, Narcotic Detector Dog Handler,
Explosive Detector Dog Handler and Kennelmaster.

We will then hear from Mr. Richard Weidman, who serves as Di-
rector of Government Relations on the National Staff of the Viet-
nam Veterans of America. He served as a medic with Company C,
23rd Med, Americal Division, located in I Corps of Vietnam in
1969.
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Rick has served as a consultant on legislative affairs to the Na-
tional Coalition for Homeless Veterans, and served at various times
on the VA Readjustment Advisory Committee, the Secretary of La-
bor’s Advisory Committee on Veterans Employment and Training,
the President’s Committee on Employment of Persons with Disabil-
ities, on Disabled Veterans, and numerous other advocacy posts in
veterans affairs.

So, Mr. Gaytan, if you could begin.

STATEMENTS OF PETER S. GAYTAN, PRINCIPAL DEPUTY DI-
RECTOR, VETERANS’ AFFAIRS AND REHABILITATION, THE
AMERICAN LEGION; RICHARD C. SCHNEIDER, NATIONAL DI-
RECTOR, VETERANS AND STATE AFFAIRS, NON-COMMIS-
SIONED OFFICER ASSOCIATION; COLONEL ROBERT F. NOR-
TON, U.S. ARMY (Ret.), DEPUTY DIRECTOR, GOVERNMENT
RELATIONS, MILITARY OFFICERS ASSOCIATION OF AMER-
ICA AND CO-CHAIR, VETERANS COMMITTEE, THE MILITARY
COALITION; MASTER SERGEANT MORGAN BROWN, U.S. AIR
FORCE (Ret.), LEGISLATIVE ASSISTANT, AIR FORCE SER-
GEANTS ASSOCIATION AND CO-CHAIR, THE MILITARY COA-
LITION; AND RICHARD F. WEIDMAN, DIRECTOR, GOVERN-
MENT RELATIONS, VIETNAM VETERANS OF AMERICA

STATEMENT OF PETER S. GAYTAN

Mr. GAYTAN. Thank you, Mr. Chairman, for the opportunity to
express the views of the 2.8 million members of the American Le-
gion regarding the Department of Veterans Affairs 2005 budget
request.

The American Legion continues a proud tradition of advocating
for proper funding levels to ensure America’s veterans receive the
health care and benefits they have earned through their honorable
service to this country. As American servicemembers continue to
fight for our freedom in more than 130 countries worldwide, it is
the responsibility of this committee, as well as the entire Congress,
to provide a budget that will allow VA to fulfill its mission.

In the FY 2005 budget request, there is a continued emphasis on
the treatment of the core mission veteran population. Term “core
mission veteran population” does not appear in Title 38. In 1998,
eligibility reform ensured all eligible veterans could seek health
care through VA, not simply those designated as the core mission
veteran population.

Since then, we have seen VA shut its door on Priority Group 8
veterans. Tailoring the patient population to meet the budget was
not the intent of Congress when VA eligibility was reformed. The
American Legion urges this committee to fund VA at a level that
will ensure all veterans have access to the VA health care system.
The VA budget must reflect the true demand for care.

Today veterans continue to suffer as the result of a system that
has been routinely unfunded and is now ill equipped to handle the
large influx of veterans waiting to use their services. Despite recent
progress, veterans continue to experience long waiting times for
medical appointments as well as long waiting times for claims ad-
judication. The American Legion applauds Secretary Principi for
his efforts to reduce the extreme backlog of patients waiting to re-
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ceive care at VA facilities, and we urge VA to continue to imple-
ment practices that will eliminate the backlog systemwide.

Last year the American Legion initiated an effort to learn first-
hand the concerns of VA facility directors. Under the “System
Worth Saving” initiative, Past National Commander Ron Conley
visited 60 Veterans’ Affairs medical centers, and so far this year,
a team of Legionnaires has visited more than 25 facilities.

We are learning one of the main issues of concern for facility di-
rectors is the increase in medical care collection fund targets. The
VA medical centers are concerned over the significant increases in
their MCCF goals and what impact the restriction on enrolling any
Pri({rity Group 8 veterans will have on their ability to meet these
goals.

The American Legion shares their concerns, and we are also con-
cerned about the impact of certain proposals included in the FY
2005 budget request that seek to generate increased revenue for
VA from the pockets of veterans instead of through allocation of
federal funds.

The American Legion opposes the continuation of the suspension
of enrollment of new Priority Group 8 veterans. Denying veterans
access to VA health care, particularly while the Nation is at war,
is the wrong message to send, not only to the members of the all
volunteer force, but also to the young men and women who may
be considering a life of service in the U.S. Armed Forces.

The American Legion also opposes the implementation of a $250
annual enrollment fee for non-service-connected Prior Group 7 vet-
erans and all Priority Group 8 veterans. The American Legion
would urge Congress to once again reject this proposal just as it
did last year.

While the American Legion applauds the initiatives to exempt
any hospice care from co-payments, and to exempt former POWs
from co-payments for extended care services, we do not support in-
creasing the pharmacy co-pay from $7 to $15 for Priority Group 7
and 8 veterans.

Additionally, the American Legion opposes the proposed regu-
latory change that would increase outpatient primary co-pays from
$15 to $20 for all Priority 7 and 8 veterans. The American Legion
would rather VA seek reimbursements for CMS for all enrolled
Medicare-eligible veterans being treated for non-service connected
medical conditions before trying to balance the budget on the backs
of Priority Group 7 and 8 veterans.

The American Legion is very concerned with the proposed reduc-
tion in long-term care beds. We did submit testimony for the record
at the hearing last week, and the American Legion is very con-
cerned about this issue, and VA must meet the mandates of the
Millennium Health Care Bill, and eliminating long-term care beds
is not the answer.

The American Legion recommends $30 billion for VA medical
care in FY 2005, without inclusion of MCCF collections.

The American Legion advocates for all MCCF collections to be
%dged to the budget numbers and not be treated as an offset to the

udget.

Regarding the Veterans Benefits Administration, the American
Legion is committed to ensuring VA will adjudicate veterans’
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claims fairly and impartially within a reasonable amount of time.
We commend Secretary Principi for the dramatic reduction in the
claims backlog in the past 2 years. At the end of August 2003, VBA
reported the number of pending claims had been reduced to
265,000, and the average processing time was now about 160 days.

While these improvements are very much needed, we must keep
in mind that faster is not always better. The drive to achieve the
mandated production quotas must not compromise VBA’s quality
improvement efforts. The lack of appropriate action on thousands
of claims has resulted in over 134,000 pending appeals. Even
though there is an effort to resolve appeals at the regional office
through the decision review officer program, most cases will even-
tually go to the Board of Veterans Appeals for final decision.

The American Legion is pleased with the FY 2005 budget request
proposal to address the influx of claims resulting from returning
servicemembers from Operation Enduring Freedom and Operation
Iraqi Freedom. These deserving veterans should not be told to wait
in line when turning to VBA.

Given the many and varied issues that VBA is faced with, it is
imperative that Congress critically evaluate the level of discre-
tionary funding requested and whether this will enable the re-
gional offices to operate efficiently and provide timely quality serv-
ice that this Nation’s veterans expect and deserve.

In closing, the American Legion would like to join with our col-
leagues who earlier expressed support for mandatory funding. We
fully support designating funding for VA medical care as a manda-
tory funding item within the federal budget.

Mr. Chairman, the American Legion is fully committed to work-
ing with this committee to ensure that America’s veterans receive
the entitlements they have earned.

Thank you again for this opportunity.

[The prepared statement of Mr. Gaytan appears on p. 155.]

The CHAIRMAN. Thank you very much for your testimony. Mr.
Schneider.

STATEMENT OF RICHARD C. SCHNEIDER

Mr. SCHNEIDER. Thank you very much, Mr. Chairman Smith and
members of the committee. It’s a pleasure to be here and to rep-
resent the Non Commissioned Officers Association and its global
membership today.

And today it’s especially meaningful, because so many of our
members are deployed as members of the active duty military.
They’re in Afghanistan. They’re in Iraq, and they are looking for
support from the home front for many of the things they do. But
one of the things that they don’t need to hear on the other side of
the pond is that there is a question in the care that may be avail-
able for them through the Department of Veterans Affairs.

The Non Commissioned Officers Association recognizes that the
Secretary of VA has done a marvelous job, but he has also done it
year after year after year with an underfunded budget. This com-
mittee has been instrumental in ensuring the funds to provide for
the care of America’s veterans. This year is no different.

I was floored and almost fell off my chair this morning when the
Secretary said he was $1.2 billion short in his budget. I listened
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to the numbers a day ago at VA, and I read yesterday in the paper,
the federal page, the report of a reporter who said VA was about
2 percent funded for the current year and 2005, and that 1.8 per-
cent was for medical health care. And I thought that is a tragedy.
It’s a tragedy that must be stopped. We must fund the program
right.

Three areas that I'm going to hit very quickly is benefits. There’s
savings in the VA budget by eliminating employees, full-time em-
ployees who work in the federal benefits side of the Department of
Veterans Affairs. And the wonderful news is, we have technology.
We can expedite. We can create productivity. We can have effi-
ciency. And if you look at the numbers of the past year, yes, the
numbers have changed, the cases have come down, yes they have
come down, but there’s still a backlog.

And if you look at the numbers, you see a number that just
makes me kind of grit my teeth, and that number is 88 percent ac-
curacy rate acceptable. Well, I'll agree, that’s a damn sight better
than 65 or 70 percent years ago, but 88 percent accuracy rate is
unacceptable. It should never be tolerated. Twelve out of every
hundred people not having their claim filed right, that is wrong.

The veterans health side. We’ve heard about the projection of the
co-pay for pharmaceutical benefits, an increase from 7 to the mag-
ical teen numbers. Sevens and eights. No, we don’t agree with that.
Leave it alone.

A user fee of $250. Wrong. These people paid their dues. They
are entitled to their benefits. You might say theyre non-service-
connected veterans, and they may well be, but they served Amer-
ica. They stood in the breach. Their lives never got on, and now
they need a support system, and that support system is the institu-
tion that we have promised them over the past 5 years.

And I want to comment one thought. One thought. VA asked us
to work with them to ensure that we would open the Department
of Veterans Affairs to non-service-connected veterans. Part of that
concept of opening up VA was all the money they were going to
bring in from their insurance parties, all the money they were
going to bring in that was going to expand at the local facility with-
in the local network services for those veterans. Well, you know as
well as I do, that has not necessarily happened. The money now
is an offset. It’s included into the budget number and it adds to
this record budget that we’re getting, and adding cost this year
doesn’t do anything more than make available more dollars so that,
quote,